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**MR. HINKLEBY DOESN'T BELIEVE IN 
PRE-FABRICATED SWITCHBOA 


When I-T-E first pioneered with 
enclosed switchgear, the movement 
started which has won over nearly all 
like Hinkleby. Most switchgear 
factory assembled, shipped in units 
to install, and much of it is by I-T 


|-T-E CIRCUIT BREAKER CO. 
AIR CIRCUIT BREAKERS AND SWITCHGEAR 
19th & HAMILTON STREETS, PHILADELPHIA, PA. 
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SURNERS FOR ALL APPLIANCES 


@ Barber offers, for gas appliances of every description, and for natural, 
manufactured, Butane, or bottled gas—the most economical, highly de- 
veloped, dependable burner units on the market. The burner is the HEART 
of the appliance. The finest thing that can be said about any gas appliance 
is that it is Barber-equipped. Over 20 years of distinguished service to the 
gas appliance industry, and the adoption of Barber Burners as standard 
equipment by nearly 200 nationally known appliance makers, give added 
force to this statement. 


On atmospheric pressure, patented Barber Burner Jets, with their unique 
auxiliary air feed, deliver a perfectly controlled, directed flame of 1900° 
temperature with complete fuel combustion. The secret of top perform- 
ance in any gas-burning equipment is a BARBER BURNER. 


Write for new Catalog 42, illustrating and listing many types of burners for 
Appliances, Gas Burners for Furnaces and Boilers, Regulators, etc. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


SARBER BURNERS 
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Hew dewrece to keep your 
ERILs0bW Pipe Tools on the job 


FACTORY RECONDITIONING 
of Feist Wrench Jaws 


Big Saving to You, New Parts Guarantee 


lo Phienttis Heeded 


Here’s What You Get 


Careful inspection of the parts you send us, to make sure they 
"are worth reconditioning. We reserve the right to reject them 
for service if they can’t be made as good as new. 


Wrench jaws to be scientifically annealed in our automatic 
"electric furnaces, same as new jaws. 


Wrench jaws to be recut in the same machines and by exactly 
"the same methods as used for new jaws. 


4 Wrench jaws are then re-hardened, like new. 


Wrench jaws are given final inspection—and returned to you 
"under regular RIBGIE new part guarantee of satisfaction. 


Here’s What You Do ' \ 


Collect all your old worn ‘ae 

Wrench Jaws and turn them over to 

your Supply House with order for 

this Reconditioning Service. Your 

Jobber ships them to us with parts 

accumulated from other customers, to 

save shipping expense, for we allow This service available only in 
one-way freight to Jobber on lots U.S.—includes also RIBG&ID 
weighing 100 pounds or more. Remem- Chaser Dies. 

ber: only RIAD trademarked 

parts accepted for service. No priori- 

ties needed. Service is prompt. Keep THE RIDGE TOOL co. 


your RILAID Tools on the job— ELYRIA, OHIO, U. S. A. 
order today. 


=e 
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Pages with the Editors 


LANCING through the newspapers late last 

month, we came across a little item which 
made us look carefully at it the second time. 
It had to do with a routine proceeding before 
the Maine Public Utilities Commission, in- 
volving an application for an electric rate in- 
crease to offset increased taxes of the Bangor 
Hydro-Electric Company. What arrested our 
attention was the fact that Price Administra- 
tor Leon Henderson had filed a petition to 
intervene in the case with the idea of opposing 
any rate increase. 


Or course, we knew about OPA getting 
into local utility rate cases before. There were 
the Bell telephone incident in Iowa and a local 
transit matter in Philadelphia. But the Maine 
incident made us realize that it is becoming 
the established policy of OPA to go into utility 
regulatory proceedings whenever a rate in- 
crease is involved. 


TuIs is somewhat peculiar, because not only 
does the Price Control Act exempt public util- 
ities from the jurisdiction of the OPA, but 
Price Administrator Henderson himself, if 
memory serves us rightly, once told a congres- 
sional committee that he had no intention of 


7 
JOHN H. BICKLEY 


Suggests that utilities might consider some 
intracompany staff standardization. 


(See Pace 69) 
JULY 16, 1942 


T. N. SANDIFER 


The old gray mare may have a comeback be- 
fore it’s over. 


(SEE Pace 82) 


applying price ceilings to utility rates. Of 
course, there is an obvious distinction between 
the OPA exercising its own jurisdiction to 
fix commodity prices and merely appearing 
as an interested party in a proceeding before 
a state regulatory body engaged in fixing util- 
ity rates. But the situation still needs clarifica- 
tion. 


* 


N this issue we have a discussion of whether 

public utility rates ought to be frozen. It 
was written by a stout advocate of state com- 
mission regulation, FRANK B. WARREN, 4s- 
sistant solicitor for the National Association 
of Railroad and Utilities Commissioners. 


“FREEZING” utility rates implies pegging 
them at present levels, or as of some given 
date, such as the March ceiling prices place 
upon general commodities by OPA. There has 
been heard an objection, however, from some 
quarters that such a proposal, in view of the 
steady downward trend in utility rates as 
against the upward trend in general commodity 
prices during recent years, would result in 
freezing utility rates at or near their economic 
bottom as compared with freezing commodity 
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How 
Your Water Works Can Help 


To Win the War 


OU, in charge of Water Works, see men going off 

to the Army and Navy. You see them streaming to 
the plants engaged in War Work. And maybe you're 
wondering what YOU can do to help in YOUR job... 
“what's the Water Works got to do with war produc- 
tion, anyway?” 


More than you realize, perhaps! For you can help 
by preventing waste of materials vitally needed for 
war production. One method is a program of modern 
meter conservation which will result in reducing your 
pumpage ... and save not only water, but chemicals 
to treat it and fuel to pump it. 


If your town and hundreds-of other fowns can reduce 
your pumpage (as did Hickory, N. C.) even 2.2% — and 
many can do FAR more — you will contribute much to 
the job ahead of all of us. 


What is a Meter Conservation Program? It is a plan 
of periodic meter testing and repairing — one example 
of which is quoted here. No matter what water meters 
you use, your nearest Trident Meter representative will 
be glad to advise you about such a program, without 
obligation on your part. Write for Bulletin 597a. Start 
your Water Works helping to win the war — today! 


HICKORY, N. C., HELPS * * xk xk x 


and gets increased revenue fo boot! 


When their meter testing and repair program started, Hickory, N. C., discovered 
many meters were ‘‘dead’’, (not registering). Within 10 months they saw that 
definite economies had been effected. The replacement of a 2” Compound meter 
with one newly repaired and tested, for example, resulted in a 16.7% increase in 
revenue in that period. 

Small (domestic) meters, averaging 14 years old (without repairs), cost a 
fraction over $2.00 apiece for repairs needed to bring them to 90% (or greater 
accuracy) at the rate of % g.p.m. Result—pumping—down 2.2%; revenue—up 
$2,539.99, more than paying for the cost of the program. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Lid., Long Branch, Ontario, Canada. 


(near Toronto) 
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prices at or near their economic top. Certainly, 
if utility taxes and operating expenses con- 
tinue to rise, a more careful examination of 
this objection would seem to be in order. 


Mr. WARREN is a graduate of the San Diego 
Business College (’14) and an alumnus of the 
University of Nevada Engineering School. He 
served with the U. S. Army Air Force during 
World War I; and following his admission 
to the Nevada Bar in 1923, he served on the 
staff of the Nevada Public Service Commis- 
sion until 1931. Prior to taking his present 
post early this year, Mr. WARREN was a staff 
attorney for the ICC and the FCC. 


we 
Axoram former member of the FCC staff 


is the author of the opening article in this 
issue, JOHN H. Bickiey. Mr. BIcKLEy will 
be readily remembered by many of our readers 
as the chief accountant and moving spirit of 
the special telephone investigation of the FCC 
—a post he occupied from April, 1935, to 
August, 1937. Before that Mr. BIcKLEy, a 
graduate of the University of Pennsylvania 
(15), served as a faculty member in charge 
of business accounting instruction for Lehigh 
University. He also served on the staffs of 
the public service commissions of Pennsyl- 
vania, Maryland, and Wisconsin, and on the 
Federal Trade Commission investigation of 
public utilities. He is now engaged in private 
practice in Chicago. 


> 


Aaa C. SELKE, whose timely article on 
the railroad situation in the “down under” 
sphere of military influence of General Doug- 
las MacArthur begins on page 89, is professor 


ARTHUR C. SELKE 


Australia’s railroads keep running under the 
shadow of the Zero bomber, 


(SEE Pace 89) = 
1942 


er. 


JULY 16, 


FRANK B. WARREN 


Utility rates are a part of a possible inflation. 
ary price spiral pattern. 


(SEE Pace 94) 


of geography at State Teachers College, Dick. 
inson, North Dakota. He has made a special 
study of transportation as the author of a 
geography of North Dakota, as well as of 
numerous articles published in various geo- 
graphical magazines. 


> 


HE reassuring account of how the Amer- 

ican transit industry is taking care of its 
tremendous war-time responsibility (beginning 
page 98) comes from the pen of CHARLEs 
GorpdoN, managing director of the American 
Transit Association since 1929. Prior to that 
Mr. Gordon was western editor for Electric 
Railway Journal. 


> 


. N. SANpIFER, author of another article 

on the transit situation (beginning page 

82), is a Washington newspaperman and for- 
mer White House correspondent. 


bd 


MONG the important decisions preprinted 
A from Public Utilities Reports in the back 
of this number, may be found the following: 


In a proceeding under §11(b) (1) of the 
Holding Company Act relating to integration 
of public utility systems, the Securities and Ex- 
change Commission considered such matters 
as the selection of a principal system, addi- 
tional systems retainable, geographical limi- 
tations, and other businesses retainable. (See 
page 257.) 


THE next number of this magazine will be 
out July 30th. 


Nur Callie 
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A WARTIME PLEDGE *— 


TO OUR PUBLIC UTILITY FRIENDS ~% | 













In wartime, our selling efforts, like our manufacturing efforts, have 
only one prime purpose: to make a total contribution to total 
victory. This purpose our nation-wide organization is brilliantly 
equipped to fulfill. 







On- 
For the Remington Rand representative has always put emphasis 


on education, rather than selling. And today it is his knowledge 
of business machines and his ability to teach broader use of bus- 
iness systems and methods, that makes him so valuable to public 
utilities in wartime America. 









He knows, and is teaching America, how to make the entire office 
system more productive. He knows, and is teaching America, how 
to get more reports, more of the vitally needed reports, from 
accounting and bookkeeping departments which appear already 
to be working at full capacity. He knows, and is teaching America, 
how to extend the useful life of typewriters and other business 
machines. 











The knowledge and advice of these Remington Rand specialists, 
in business centers from coast to coast, comprise a “Service of 
Supply” for all public utility offices. And because this service to 
you, like your service to all America, is indispensable to efficient 
over-all production, we pledge you our fullest help and co- 
operation. We urge you to accept this pledge literally ... to call 
upon us at every occasion. Remington Rand Inc., Buffalo, New York. 











Branch offices in all principal cities. 





REMINGTON RAND INC. * 
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Vulcan provides clean heat transfer surfaces to 

the Combustion four-drum, bent-tube, 400,000 

Ib. per hr., pulverized coal-fired boiler which serves 

this new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from _ frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-! are guarantees of 
efficient, trouble-free operation in ANY plant. 


sa ee 


rie 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


&, 


atm 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Radio commentator. 
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National chairman, Retail Advi- 
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Estes KEFAUVER 
U. S. Representative from 
Tennessee. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“When a free press goes, free government goes with 
it.” 


¥ 


“Tt’s better to be smacked up by a little regulation than 
to be slapped down by unbridled inflation.” 


¥ 


“It is impossible for a trucker to build and to load any 
truck that will be legal in every state in the Union.” 


¥ 


“A country which becomes the arsenal of democracy 
necessarily becomes to a considerable extent the treasury 
of democracy.” 


¥ 


“Let all of us who are in trade and industry determine 
that we shall first unite and then plan, then practice, and 
then preach.” 


¥ 


“. the possibilities of shippers and the public helping 
increase the output of rail transportation are as yet no- 
where near exhausted !” 


¥ 


“.. . the Tennessee Valley Authority has contributed 
more to the war production of our nation than any other 
agency of the government.” 


¥ 


“Federal acquisition of existing utility systems would 
not of itself create a single additional kilowatt of electric 
power for war industry or any other purpose.” 


bs 


“The lesson which our customers must learn and which 
we must teach them and which we hope they will never 
forget is, briefly, this: ‘Jt Js Patriotic to Use Gas Wist- 
ly ,”) 

e 


“Sound tax policy must regard the corporations a 
agencies primarily for the production of goods and serv- 
ices rather than as agencies for raising government 
revenue,” 


12 
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oday—when speed is so essential in 
taining vital accounting, figuring 
hd statistical records—Burroughs is 
lping users to get the maximum 
eed, as well as utility and long life, 
t of their Burroughs equipment. 


p-to-date technical information 
bout the application of Burroughs 


lachines to all types of accounting 


ork is available to the nation’s 


countants as well as to Burroughs 
ers. 


RROUGHS ADDING MACHINE CO. 
DETROIT, MICHIGAN 


MATERIAL CONTROL . 
PRODUCTION RECORDS 
COST RECORDS. ... 
PAYROLL RECORDS. . 


EARNINGS CALCULATION 
AND ACCRUAL.... 


PURCHASE AND 
PAYMENT RECORDS 


EXPENSE DISTRIBUTION 


SHAR. ws ve 


BUDGETARY CONTROL 
eM 6a 5 ww 


Information on These 


ei Available 


Subjects Now 


Yours for the Asking 


s a variety of manuals con- 
valuable information that 
hs machines are now 
accounting 


Burroughs provide 
taining new and 
oug 
shows how Burrow 
being used on various types of 
work vital to wart production. 
you want Burroughs to 


Please check those bligation to you. 


send you—without ° 
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Director, Office of Defense Trans- 
portation. 


Epiror1AL STATEMENT 
The American City. 


S. B. WILLIAMS 
Editor, Electrical World. 


Witi1aAm C. Crow 
Chief, transportation and ware- 
housing branch, Agricultural Mar- 
keting Administration, Department 
of Agriculture. 


GrorceE S. Benson 
President, Harding College. 


J. Monrort JoHNSON 
Member, Interstate Commerce 
Commission. 
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“I hope the time will never come when this House fof” 
Representatives], calmly considering a proposed piece of 
legislation, will refuse to do the right thing simply be. | 
cause it costs something. . .” 


¥ 


“Of all the money spent on the Tennessee Valley Au. | 
thority dams, I have secured more than 90 per cent of 
it, first from the Appropriations Committee of the Sen. 
ate and then from the Congress.” 


> 


“.. the railroads certainly are in need of no such 
protection [from competition] now. On the contrary, they 
need, or soon will need, all the help from competing 
agencies of transportation that they can get.” 


¥ 


“Whatever dependence may again be placed in the rub- 
ber supply of Asia, or even of nearer South America, the 
memory of this tire shortage will persist a long time. The 
tire-less virtue of the street car will also be remembered.” 


¥ 


“If power has to be rationed because there just aren't 
enough kilowatts to take care of expanding war load the 
public will take it good naturedly; but if there has to be 
rationing because a company did not lay in enough coal 
when it could the public won’t take it meekly.” 


¥ 


“Let us reéxamine our laws and regulations, change 
those which interfere with the task we have to do, and 
enact others to break up practices of groups which would 
sabotage our war effort for their own immediate gain. 
We have but one task to perform, and that is to win the 
war. Nothing must be allowed to stop us.” 


¥ 


“We are not successfully controlling inflation, and the 
end of June, 1943, will not likely carry us farther than 
the middle of the war. Accordingly, there is every indica- 
tion we will have a debt of at least $250,000,000,000 by 
close of the war or a national debt equal to twice the 
assessed valuation of all real estate in the United States.” 


* 


“I want our battlefields as remote as possible—and the 
more remote, the more vital becomes transportation. As 
the battle fronts are pushed further and further away, 
just to that extent will be indicated the efficiency of our 
transportation. However, should the battle fronts ap- 
proach our shores, to that extent will be indicated the 
failure of American transportation. In this war trans- 
portation is of more importance than fighting itself.” 
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lote neat, streamline 
ppearance—easily ac- 
ussible to inspection and 


lo superstructure nec- 
sary—easily mounted 
lo wall or ceiling. Note 


quore as shown below. 





























METAL ENCLOSED 


frame with insulators in compres- 4 U S— E liminates 


All stresses taken by mounting 


sion loading under all conditions. 


Interphase Shorts. 


Gasketed covers are housings only, : : : 
Expensive equipment investments may now be safe-guarded 


—take none of the stress. 


Installation and adjustment made from interphase shorts often due to dust pocket flashovers 


before covers are put on. in congested areas where buses are exposed, or due to 
Housing covers can be removed support structure failure. Here is a new outstanding design 
easily for inspection. consistent in cost with any type of bus structure. 


i 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 


GREENSBURG, PA. . .... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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When jobs are tough- 
and time is short- 


“Cleveland’s’”’ National Defense 
Cooperation Is 2-Fold 


Is?—By supplying its equipment for a 
majority of recent Defense Pipelines and for 
various branches of the United States Military 
and Naval Services. 

2nd—by its distinctive design which permits 
important weight savings, releasing vitally 
needed steel for armament, tanks, ships, etc 
IT IS ESTIMATED THAT OVER 1000 TONS 

OF STEEL WERE THUS SAVED IN 1941— 
On a weight comparison basis 
against the older, heavier, and 
bulkier type of machine 
which "Clevelands” 
displace. 








OWER, ruggedness and speed 

are concentrated in “Cleve- 
lands” in a smaller, more mobile, 
more easily-handled “package,” 
because of sound, modern design 
coupled with thorough usage of 
the toughest, longest wearing ma- 
terials in the market. 


This explains why “Clevelands” 
continue to be the preferred equip- 








© ment on so many projects, current 
and recent, where rough, moun- 
tainous terrain and severe soil con- 
ditions are encountered. 












Yor THE CLEVELAND TRENCHER COMPANY ‘Ww 


Nf 20100 ST. CLAIR AVE CLEVELAND, OHIO’ VV 
“CLEVELANDS’’ Save More...Because they Do More 


“Pioneer of the Smal! Trencher 
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Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 











DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


Storm Damage 


Will the trees along your lines 
withstand the shattering forces of 
summer storms? Are your lines 
safe from tree hazards? If you are 
not too sure, try Davey Tree trim- 
ming service. It's dependable. 


Always use dependable Davey Service 
DAVEY TREE EXPERT €@. KENT, OHIG 


DAVEY TREE SERVICE 























Why dig dcaeale a 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large — of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 

and easy disconnection of mo- 

tor leads, etc. Spring action— 
ai self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


= Ga 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN- UNION 


as CONDUCTOR FITTINGS 
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HEN the War Production Board's restric- 

tion order on the manufacture of bronze 
meters was put into effect, the Pittsburgh- 
National organization had anticipated this 
limitation by a good many months. Therefore, 
when the order came through, we were 
prepared and were able to produce imme- 
diately the Empire Victory and _ the Pitts- 
burgh Ironside—meters designed not only 
for war but for wear. Both have fully rust- 
proofed cast iron outer cases; both are fitted 
with the Pittsburgh-National developed 
molded glass register box; both conserve 
over 70% of the bronze normally used in 


A fully protected iron case 
oscillating piston meter 


the construction of meters of this size. 

The Empire Victory Meter employs the 
time-tested oscillating piston principle 
of measurement, using the famous Empire 
balanced piston. The Pittsburgh Ironside 
Meter is of the widely used disc type with 
inner-working mechanism proven in thou- 
sands of Pittsburgh Arctic and Tropic Meters. 
Both are accurate measuring instruments, 
each possessing its own individual charac- 
teristics. Together they provide the neces- 
sary types to handle practically every do- 
mestic meter requirement or preference of 
water works men. 


THE NEW MOLDED GLASS REGISTER BOX 
A single piece, strong, molded glass unit 
which fits snugly over the register and is 


retained against a fibre gasket. Serves as 
both register box and lid; protects register 
against dust and moisture; will withstand 


considerable abuse. 


A fully protected iron case 
nutating disc meter 


PITTSBURGH -NATIONAL METERS 


THE MOST COMPLETE LINE OF WATER METERS IN THE WORLD 
URGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE COMPANY 
Main Offices, Pittsburgh, Pa 
NATIONAL METER DIVISION. Brooklyn, N. Y 
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of, 





ou the home dé 


isa mechanic .. . one of the thousands of 
iers of war on the home front who are fight- 
to “keep ’em rolling.” He knows how much 
ends upon him... and he’s doing a job to 
proud of! 


ight now, and for as many months and years 
he war lasts, his job is to keep existing 
cles in front line service through good 
ntenance. We of Timken are ready and 
ious to help him in every way we can... 
ein turn can help win the battle of trans- 
ation that will have such a decided effect on 
outcome of battles fought on the fighting 
ts, 


this man, or any of his brothers, works for 
write us today for the many A. M. (Axle 
tenance) aids we have prepared to help 
win his fight. They are yours — and his — 
bly for the asking. 


IMKEN AXLES 


TIMKEN-DETROIT AXLE CO., DETROIT, MICH. 
ONSIN AXLE DIVISION, OSHKOSH, WISC. 
Timken’s Job: To Axe the Axis with Axles 


A new Axle Inspection wall chart 
is the latest Timken A. M. aid. 
Be sure to specify it when writing. 
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haw Target for Indusiy: 


More Dollars per Man per Month in the 
PAY-ROLL WAR SAVINGS PLAN 


= 
= 


TO WIN THIS WAR, 
more and more billions are need- 
ed and needed fast—AT LEAST A 
BILLION DOLLARS A MONTH 
IN WAR BOND SALES ALONE! 


This means a minimum of 10 
percent of the gross py roll ine 
vested in War Bonds in every 
plant, office, firm, and factory in 
the land. 


Best and quickest way to raise 
this money—AND at the same 
time to “brake” inflation—is by 
stepping up the Pay-Roll War Sav- 
ings Plan, having every company 
offer every worker the chance to 
buy MORE BONDS. 


> 


If your firm as already installed. 
the Plan, now is the time— 

1. To secure wider employee’ 

rticipation. 

2; To encourage employees to 
increase the amount of their 
allotments for Bonds, to an 
average of at least 10 percent 
of earnings. ; 

If your firm has not already ine 
stalled the Sea War Savings 
Plan, now is thetime to doso. For 
full details, plus samples of result- 
getting literature and promotional 

elps, write, wire, or phone: War 
Savings Staff, Section E, Treasury 
Department, 709 Twelfth Street 
NW., Washington, D. C. 





U.S. War Savings Bonds 





4 = 
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Many valuable facts are being offered 
these days on the vitamin content of foods. 
But have you noticed how little the public 
is told about how to cook these foods so 
that these vitamins may be preserved? 

Robertshaw has seized this golden opportunity to perform a 
much-needed public service—and also promote a market for better 
cooking equipment when peace is here again. 


Through its Educational Program, Robertshaw is teaching the 
gospel of “Measured Heat” and the part heat plays in proper cook- 
ing. The Robertshaw “Measured Heat” Program is used by Home 
Economics teachers in grade and high schools. It is also widely 
used by County Home Demonstration Agents, Home Economics 
supervisors, and at Universities where home economics teachers 
study. These are the people in whose hands the future of cooking 
lies. 


JROBERTSHAW company 


YOUNGWOOD, PA. 


THE sonertsiA 


MEASURED HEAT PROG GRAM 


importance 
ole temperature 
in baking and roasting 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly July 16, 194 july 





150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Opportunity 


Our government has given us an opportunity 


to make the soundest investment in the world, 
through the purchase of United States War 
Savings Bonds and Stamps, which will furnish 


the money to back up the armed forces. 


This investment is an obligation as well as 
an opportunity to actively participate in the 


Victory program. 


Let us all invest for Victory. 


> 


INTERNATIONA 


‘NINE? 


U.S. War Savings Bonds and Stamps 
are on sale in Post Offices, Stores, 
Business and Financial Institutions, 
Schools, Theatres, and IBM Offices 
throughout the Country 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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NO CONCRETE CASING is neg 
when you install J-M Trang 
Conduit. It does not warp... ho} 
its strength and true form und 
heavy earth loads and traf 


stress. 


MADE OF ASBESTOS AND CEM 
OU save all the expense of “concreting-in” when at ake een canel 
you use Johns-Manville Transite Conduit. So strong —_* 4! forms of corrosion. 
it needs no protective casing of any kind, this durable 
duct holds its true form under sustained earth loads and 


traffic pressure. Warping is practically eliminated. 


And you spend less money on maintenance, for 
Transite is an asbestos-cement product . . . completely 
non-metallic and inorganic. It can’t burn, rot or cause 
dangerous fumes or gases. It offers exceptional resist- 
ance to weather and corrosion. Yet installed costs are 
low, for Transite’s long lengths, light weight and smooth 


bore make work fast and economical. TRANSITE DUCTS are light! 
. ca? é weight, easy to assemble. The 
For complete details, write for brochure DS-410. smooth bore stays smooth inse 
ice... permits easy, rapid cabl 


Johns-Manville, 22 East 40th Street, New York, N. Y. _ putis at any time. 





FOR 
EFFICIENT, 









§%| Johns-Manville 
TRANSITE DUCTS 


LOW-COST 
TRANSITE CONDUIT... For  TRANSITE KORDUCT ... For instal- 


—_ SERVICE, 
el se useunderground without _lationinconcrete. Thinner walled, 


5 P & Cc | FY. ie @ concrete envelope and _lower priced, but otherwise iden 






“ 


for exposed locations. tical with Transite Conduit. 
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ANOTHER RILEY UNIT 
for 


COMMONWEALTH & SOUTHERN CORPORATION 
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SOUTHERN INDIANA GAS & ELECTRIC CO., EVANSVILLE, IND. 
Commonwealth & Southern Corporation 
225,000 /bs. steam/hour, 900 lbs. design pressure 900° F steam temp. 
light § 87.5% Efficiency. 
le. The Riley Boiler, Superheater, Steam Temperature Control, Economizer, 
wing Air Heater, Water Cooled Furnace, Steel Clad Insulated Setting. 
Fired by Riley Pulverizers & Burners. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 


—— 
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HOOSIER ENGINEERING C 


| CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


ERECTORS OF TRANSMISSION LINES 
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Faith \N THE Future 


0F MODERN METERING 





Frith in the 
heration of the electric utility 
athour meter manufacturers, 
im and development of the 
eter well ahead of mete 
hmks to this faith and coope 
eters built today are fully capa! 
nd conditions for some time | 
smal times are once more r 
re sure to be, watthour meters 
heir important part in system 


SANGAMO ELECTRIC COMPANY 


SPRItNGFIet 0 -- 54 fee 2 


SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 





For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





28 Public Utilities Fortnightly 





| VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


CRESCENT 


WALLA 


WARFLEX 


A NEW Product! 
Uses NO Rubber! 


This new, factory-fabricated cable has been developed in response 
to the need for a wiring method that eliminates the use of rubber. 
WAREFLEX is especially suited for Cantonments and War housing. 


* MAGNET WIRE 
- S$a@4092 2AtTEIxX272 2@tavV2 TIVNOIS - 


SERVICE ENTRANCE CABLE 


Send for Further Information and Prices. 





A Partial List of CRESCENT Products 


Building Wires & Cables Synthol Synthetic Insulated Wires 
Rubber Power Cables CRESFLEX Non-metallic Sheathed Cables 
Varnished Cambric Cables Bare and Weatherproof Wires 

Parkway Cable Portable Cords and Cables 

Signal & Control Cable Flexible Steel Conduit 

ABC Armored Cable All other Standard Wires & Cables 
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CRESCENT INSULATED WIRE & CABLE CO.. 


CRESCENT 
WIRE and CABLE 


Factory: TRENTON, N. J.—Stocks in Principal Cities 





LEX NON-METALLIC SHEATHED CABLE 
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a CRESF 


RESCENT ENDURITE SUPER-AGING INSULATION » WEATHER-PROOF WIR! 
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IF BY LAND 


6¢ NE if by land; two if by sea.” It was an 

elementary signal system that flashed the 
news to Paul Revere and started him on his historic 
ride from Charlestown to Lexington . . . and 
placed him among America’s immortals. 


‘ Such a system wouldn’t be very efficient today—- 
not with the telephone and the other modern 

EF x10e methods of communication at our command. 
BATTERIES Exide is proud of the part it is able to play in 
promoting the efficiency, not only of America’s 
communications systems, but its other utilities and 
private industrial establishments as well. For 
Exide Batteries in public and private telephone 
exchanges, in generating stations, and in countless 
0. hy other installations, are rendering control and pro- 
tective services that help preclude the possibility 

of operating failure. 


se 
ar. 
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THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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Cyonl™ 
("Lzabeil™ 


You wouldn’t deliberately throw 700 
sheets of carbon paper into the waste basket, 
would you? Yet, that’s exactly what you do 
when you write 175 sets of average five-part 
forms interleaved with one-time carbons! That’s 
unnecessary waste because the same number of 
forms could be written with only 4 sheets of 
carbon if you equip your typewriters with Egry 


But more than that—the Speed-Feed makes 
all the time of the operator productive and 
steps up the daily output of typed forms 
50% and more! Don’t lose any time in- 
vestigating the many advantages of the Egry 
Speed-Feed. Consult classified telephone 
directory for name of local Egry sales agent 
or write Dayton. Demonstrations ar- 

ranged without cost or obligation. 
Literature on request. Address Dept. 

F-716. — 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Ontarlo, Canada —_ 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


























16, IMM aly 16, 1942 Public Utilities Fortnightly 31 
a 
s gS A, 4 
a 
44 
: fl 
\) 
(4 Airy (_iwrenwarionat ——__ {— ————__ , 
‘ ry 4 Seah a 
; _———— 
SL) _ 5 *,- ’ " 
8) ‘ 1 4 SS ——>; a ass ha 
7 <A at ay be -- as r . 
ae ¥ e el ’ 
a / . SS 
@ vy 3 ~£\ ° 
; P 0 wa = " 4 
a war) > 2 
” ae are ON ' es 
on = e er Se 


WHEN WE talk about International 
Industrial Power dealer “know-how,” 
we mean the dealer’s broad knowledge 
of construction methods and equip- 
ment and his application of that knowl- 

edge to your particular problems. 
“Know-how” means recommending 
the right sizes and types of tractors 
and engines for your specific jobs. It 
means a knowledge of allied equipment 
and how to coordinate that equipment 
most efficiently with International 
7 /M™ TracTracTors, Wheel Tractors, and 

ZL Power Units. 

The dealer’s “know-how” 
has its foundation in Inter- 

















national Harvester re- 
J search, engineering, and 
manufacturing — a founda- 
4 2 bed 
eee 





tion on which he has built, with his 
own experience, a background of prac- 
tical power information. He can give 
you sound, money-saving ideas on the 
best equipment to use, the best way to 
cut operating costs, the best way to get 
jobs done, the best way to get max- 
imum output from your equipment in 
these times when every minute and 
every machine counts. 


Add his knowledge and experience 
to your own. Then you will have a 
combination that will help you get the 
most out of your equipment .. . and 
help WIN THE WAR! 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 
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An Elliott 2000-hp. 3600- 
r.p.m. squirrel-cage induction 
motor driving a high-pressure 
boiler-feed pump in a recent 
central station installation. 


| L730 





for utility service 


Important public utility plants are showing a preference 
Elliott motors for driving the large high-pressure boiler- 
pumps on modern boiler installations. The list of Elliott la 
two-pole induction motors which have been furnished to wii 
stations within the past couple of years is impressive. 


Central station operators have found that in high-sps 
motors Elliott engineers really have something on the ball, 
course, this is due to extended experience in this field. Elliotts 
gineers started developing this type of motor more than 25 ye 
ago, were successful then, and are even more so today. A 
of good experience can be packed into a quarter of a centu 
and you get the benefit of that experience when you spe 
Elliott motors for your high-speed drives. 


Since Elliott Company does not build small motors, it has ¢ 
centrated on the larger more special types. 


Write for the bulletin for details on these motors. 


ELLIOTT COMPANY 


Electric Power Dept., RIDGWAY, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Due to war-time travel restrictions, conventions listed are subject to cancellation. 
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{ League of Iowa Municipalities will hold meeting, Des Moines, Iowa, Aug. 17-19, 1942. 








{ American Bar Association will hold meeting, Detroit, Mich., Aug. 24-27, 1942. 





Q State Municipal League of Utah will hold convention, Cedar City, Utah, Sept. 3 
1942. 





{] Governmental Research Association will hold session, Princeton, N. J., Sept. 7-9, 1942. 





Q American Transit Association will hold annual business meeting, Chicago, Ill., Sept. 
, 1942, 





4 American Water Works amen, Michigan Section, will convene, Traverse 9 
City, Mich., Sept. 9-11, 1942 








4 Michigan Independent Telephone Association opens meeting, Lansing, Mich., 1942. 
4 American Society of Civil Engineers convenes, Minneapolis, Minn., 1942. 





q yee Inde pendent Telephone Association will hold convention, Ashland, Ky., Sept. 
15, 16, 





4 New England Water Works Association will convene, Poland Spring, Me., Sept. 15-18, 
1942. 








¥ Illuminating Engineering Society will convene, St. Louis, Mo., Sept. 





q Kentucky Municipal League will hold meeting, Mammoth Cave, Ky., Se 





q Pacific Coast Gas Association will hold meeting, San Francisco, Cal., Sept. 
28, 1942. 











q New England Transit Club will hold meeting, Boston, Mass., Oct. 1, 1942. 








q United ee tm ai ndent Telephone Association will convene for session, Chicago, Iil., 
Oct. 13, 14, 
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Courtesy, Section of 1 


Dam Building 


Central panel of a mural by William Gropper in the new 
Department of the Interior building, 
Washington, D. C. 
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How About Electric Utility 
Staff Organization? 


An analysis for some existing set-ups with reference to sound- 

ness and efficiency. The time has arrived, in the opinion of the 

author, for management to dismiss any ideas that the structure 
of the staff organization ts of a confidential nature. 


By JOHN H. BICKLEY 


HE vast and unprecedented war 

effort by the United States is 

superimposing upon peace-time 
demands a still more urgent and exact- 
ing need for highest efficiency in pro- 
ductive enterprise. Business objectives, 
policies, forms of organization, and 
operating practices and methods must 
be scrutinized to the end that waste, 
gost motion, duplication of effort, lack 
of codrdination, and every other condi- 
tion that hinders maximum output at 
justifiable cost may be eliminated. The 
best standards of organization and 
operation must be known and accepted 


by all types of business—noncompeti- 
tive as well as competitive. 

Even in the absence of abnormal de- 
mands upon business institutions, 
forces have been at work to create new 
needs and constant review of policies 
and practices. Business is growing in 
size and complexity. Ownership has be- 
come widely scattered. As this occurs a 
gulf between ownership and manage- 
ment is created, which is not wholly 
bridged by boards of directors. Man- 
agement thereby gains in power. At the 
same time an adequate exercise of the 
rights and responsibilities of owner- 
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ship becomes more complicated and 
difficult. Ways must therefore be found 
to unite the interests of ownership and 
management and to strengthen their 
reciprocal rights and duties. To accom- 
plish this, new methods and instru- 
mentalities must be employed to enable 
owners and others to form sound judg- 
ment concerning the quality of manage- 
ment. The most effective means will be 
more and better information on busi- 
ness policies, practices, operations, and 
results. 

At present the most common form 
of information with respect to business 
is the annual report to stockholders, 
containing a review, often brief, of the 
principal transactions and events of the 
year, the auditor’s certificate, and finan- 
cial and income statements. But new 
types of information must be given 
public circulation. Among these must 
be the facts about staff, as well as fi- 
nancial, organization, and administra- 
tion. 


HAT the form of staff organiza- 

tion is an important element in 
business management is axiomatic 
among progressive industrial leaders. 
Effective organization of personnel is 
recognized as one of the fundamentals 
of adequate administrative control and 
efficient operation. Competitive busi- 
ness is engaged constantly in efforts to 
improve its structure. It is known that 
an organization, to function smoothly, 
cannot “grow up like Topsy.” Careful 
planning is essential. The struggle for 
existence demands this. Generally, the 
thought and labor devoted to improve- 
ment are about in direct proportion to 
the kind, degree, and effects of compe- 
tition. The stronger such forces and 
the more disastrous the failure to meet 


JULY 16, 1942 


them, the greater is the urge to discover 
and adopt the best form of organiza. 
tion. 

One of the oldest of planned or. 
ganized activities, the military estab. 
lishment, long ago realized the im. 
portance of sound organization. Mil- 
tary history and recent world events 
attest that valiant armies have suffered 
defeat through faulty organization 
and, conversely, that men no braver 
have conquered because they were bet- 
ter organized. 

While competition has been an im- 
pellent toward the most effective form 
of staff organization in many enter- 
prises, others have sought the same 
end, whatever the cause. In some in- 
stances, the size of the business and the 
difficulties of supervision may have 
provided the incentive. In a business 
employing a large capital investment 
and many people operating over an ex- 
tensive area, the administrative task 
would be overwhelming and control 
would be lost if the structure of the or- 
ganization were not designed to accom- 
plish the purposes of the business with 
least friction. 


U NFORTUNATELY, other enterprises, 
perhaps denied the stimulating 
effects of competition and _ having 
found no substitute for it, although 
having the same pressing need for posi- 
tive control if they are to be econom- 
cally operated, do not in many instances 
present convincing evidence of planned 
organization. Their functions may be 
identical. They may use the same 0f 
similar facilities and operate under 
similar conditions. But uniformity 1 
organization structure is not discerni- 
ble—not even among companies in the 
same family. Among companies in dif 
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HOW ABOUT ELECTRIC UTILITY STAFF ORGANIZATION? 


ferent systems, a pattern is wholly lack- 
ing. Yet where functions are the same, 
where conditions are similar, the 
proposition that one type of organiza- 
tion structure may be more advanta- 
geous than another is a reasonable one. 

The attributes of sound organiza- 
tion—balance, stability, flexibility, ca- 
pacity for growth, and adjustment to 
objectives—are frequently wanting. A 
common cause of this condition is the 
building of organizations around indi- 
viduals rather than the fitting of indi- 
viduals into organizations. Aggressive 
personalities are permitted to expand 
their spheres of influence by absorbing 
agreat variety of duties or by overem- 
phasizing their work. This may lead to 
overlapping of functions and conflicts 
in authority. Fixed responsibility may 
be jeopardized. In any event, personal 
considerations of this nature should 
have no influence on organization 
structure, since it may be assumed that 
when activities are defined qualified 
persons can be found for jobs. 

It is not implied that a business with 
an unsystematic organization will in- 
variably suffer from higher costs than 
one which is better organized. More 
favorable opportunities, superiority in 
the quality of men and machines, and 
other conditions may, of course, coun- 
teract to some extent an inept system. 


e 


“EFFECTIVE organization of personnel is recognized as one 
of the fundamentals of adequate administrative control and 
efficient operation. Competitive business is engaged con- 
stantly in efforts to improve its structure. It is known that 
an organization, to function smoothly, cannot ‘grow up like 
Topsy. Careful planning is essential. The struggle for exist- 
ence demands this. Generally, the thought and labor devoted 
to improvement are about in direct proportion to the kind, 
degree, and effects of competition.” 
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But this begs the question and it may 
be concluded without equivocation that 
operations within a poorly planned 
structure will be less efficient and eco- 
nomical than when the organization is 
best designed to accomplish its pur- 


poses. 
KX a key to the study of staff struc- 
tures, one turns to an organiza- 
tion chart, just as he resorts to the bal- 
ance sheet and the income statement of 
a business for an understanding of fi- 
nancial condition and operating results. 
But the former kind of information is 
not readily available. The time has not 
yet arrived when investors and others 
having an interest in an institution are 
told about the structure of the organi- 
zation to which funds, often vast in 
amount, have been committed, and 
which is charged with the duty of pro- 
ducing goods or services. In fact, it is 
doubtful whether directors in most 
cases are adequately advised on this 
subject. The investing and consuming 
public is advised today more accurately 
and informatively than ever as to the 
use of capital investment and what be- 
comes of the proceeds of a business, 
but how the staff is organized to 
meet objectives is still generally un- 
known. Management is seldom chal- 
lenged to justify the way in which in- 
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dividuals and groups of executives and 
employees are united to perform their 
duties.’ 

A few corporations regularly send 
organization charts to their stockhold- 
ers. But such instances are rare. Indeed 
in many companies staff charts of any 
kind are not available. Furthermore, 
the organization charts that are pre- 
pared are sometimes poorly designed, 
if not inaccurate. Although by no 
means conclusive, this lack of essential 
information and the involved and con- 
fused state of some charts may suggest 
that systematic organization does not 
exist, except by chance. If, in a large in- 
stitution employing numerous people, 
accurate and simple organization 
charts are not prepared with necessary 
frequency, management and directors 
will be inadequately informed concern- 
ing the staff. The problem of effective 
administration will be aggravated, at 
least. Of course, a ship might sail with- 
out a navigation chart and the voyage 
might prove safe, but a prudent captain 
would prefer a more enlightened 
course. Likewise a business might func- 
tion economically without a chart of 
the organization that carries it on its 
way, but the prudent manager will 
want to be mindful constantly of the 
organization of his personnel. 

The construction of an organization 
chart is important in itself. It should be 
so drawn as to show clearly the levels 
and lines of authority and responsi- 

1 An electric utility serving one of the larg- 
est cities in the United States, in response to a 
request for a copy of its staff organization 
chart, advised that its charts are not available 
for public distribution, thereby suggesting 
that there is something confidential about the 
form of staff organization. The same view pre- 
vailed many years ago among some corpora- 
tion executives about balance sheets and profit 


and loss statements. Fortunately, this attitude 
is now an exception. 
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bility and the relationship of indi. 
viduals and of groups of executive 
and employees, as well as their func. 
tions. It should extend to every officer, 
executive, supervisor, and employee, if 
it is to fulfill its purpose as an instru. 
ment of administrative control. 


pie our concern is with 
the electric utility business in 
which there is a well-established public 
interest. It is a large yet fairly homo. 
geneous industry. It has grown rapid. 
ly and employs a large amount of capi- 
tal. The problems of organization, as 
well as all other problems relating to 
staff, are of primary importance, for 
payrolls represent a substantial portion 
of costs—in fact, are the largest item 
of expense. 

An electric utility staff organization, 
like any other, must be designed in har- 
mony with functions and conditions. 
The organic functions of all companies 
in this industry are the same. Differ 
ences in conditions, in so far as they 
bear upon organization, are secondary. 

The basic, major activity of an elec- 
tric utility is to furnish electric service. 
This is the operating function involy- 
ing two major divisions which are in- 
separably related. Energy must be pro- 
duced, transmitted, and distributed to 
users, and customers must be found 
and held and greater use of electricity 
encouraged. There must also be an ac 
counting for the business and, in order 
that plant may be purchased or cot- 
structed and men employed, the bus: 
ness must be financed. In addition, in 
the conduct of business affairs, legd 
questions arise and create an essential 
function of protecting and preserving 
legal rights. The basic elements in th 
structure are thus defined. Depatt 
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Importance of Sound Organization 


“O NE of the oldest of planned organized activities, the military 

establishment, long ago realized the importance of sound 

organization. Military history and recent world events attest that 

valiant armies have suffered defeat through faulty organization and, 

conversely, that men no braver have conquered because they were 
better organized.” 





ments or divisions emerge and we are 
prepared to begin a review of organiza- 
tion. 


2 procedure will be to present il- 
lustrations of existing organiza- 
tions and to comment on their advan- 
tages and disadvantages. Only major 
functions and activities, beginning 
with the president as the chief execu- 
tive officer, will be covered. Space will 
not permit the presentation of complete 
staff structures. A general description 
of the two highest levels of authority 
and responsibility is all that can be ac- 
complished here. Nevertheless atten- 
tion should be given to functions and 
the divisionalization of work below the 
second level, for here the largest num- 
ber of employees is found and the 
problem of organization becomes 
somewhat more complex. 

The illustrations of existing organi- 


zations were selected from charts of a 
number of electric utilities which are 
identified as Company “‘A,”” Company 
“B,” etc.2 The companies range in size 
from approximately $45,000,000 to 
$750,000,000 of utility plant. The 
operations of some are confined largely 
to metropolitan areas while those of 
others are widely scattered, including 
one or more sizable cities. They serve 
populations of from about 300,000 to 
over 3,000,000. 

In the discussion of the organiza- 
tions of the various utilities, no criti- 
cism of individuals is intended or im- 
plied. Our interest is not in persons but 
in positions—in the way in which jobs 
are created, defined, and organized. 

Since attention must be confined to 
the top levels of authority, principal 
consideration will be given to the ex- 

2 The charts referred to were obtained early 
in 1940 and may have since undergone change. 
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ecutive department. This is defined as 
the group of officers and executives 
constituting the president’s staff and 
reporting directly to him. 


Fine conditions reveal that the 
number of executives reporting 
to the president ranges over a wide 
field. No relationship between the size 
of the company or the extent and 
character of its territory on the one 
hand, and, on the other, the size and 
composition of the executive depart- 
ment, is apparent. The question is pre- 
sented, therefore, as to whether or not 
in each case there is a feasible span of 
executive control; that is, whether the 
executive load is excessive in some in- 
stances and insufficient in others. Inas- 
much as the work of the chief execu- 
tive should be that of planning, organ- 
izing, and directing the activities of his 
staff, it would appear that there is an 
optimum of executive burden. Gener- 
ally, no more than seven executives 
should report directly to the president, 
and five are usually sufficient for a 
large company. 

The first illustration, Company “A,”’ 
has a long list of top-flight executives, 
no less than sixteen, who report direct- 
ly to an executive vice president who 
in turn reports to the president, as 
charted below: 


Company “A” 
President 
Executive vice president 

Vice president —Intersystem 
power 

Vice president—Transportation, 
storekeeping, building service, 
and real estate, etc. 

Vice president—General superin- 
tendent of gas operations 

Vice president — Secretarial, 
treasury, and accounting 

Executive engineer 
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General superintendent of elec- 
tric operations 

Manager of new business 

Director of research 

Manager of rate research depart- 
ment 

Manager of general service de- 
partment 

Auditor 

General counsel 

Manager of publicity department 

Manager of employment and per- 
sonnel departments 

Manager of merchandising and 
domestic gas and electric sales 

Assistant to executive vice presi- 
dent 


a the listing of the above staff, no at- 
tempt has been made to enumerate 
positions in the order of importance. 
But the absence of an organization plan 
is obvious. The staff has not been estab- 
lished in conformity with major func- 
tions, and operating conditions would 
scarcely justify a departure from this 
rule. The executive vice president car- 
ries an extremely heavy burden of di- 
rect supervision. Indeed it may be said 
with some assurance that the executive 
load passes the limits of effective ad- 
ministration. There is no possible need 
for such a wide range of immediate 
executive control. A gang foreman 
might be able to supervise efficiently 
the work of sixteen people or more, but 
it is unlikely that the chief officer can 
exercise adequate immediate super- 
vision over such a large group of 
executives and others performing a 
great variety of important functions. 
In the same company, several of the 
major executives have supervision over 
only one or two divisions. This is fur- 
ther evidence of unbalanced and proba- 
bly uncodrdinated division of work, 
because, as a rule, the span of super- 
vision should be in inverse ratio to the 
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level of authority. The condition exist- 
ing in this instance suggests that major 
departments could be combined with 
closer coordination of activities. In ad- 
dition there appears to be a lack of clear 
_ distinction between line and staff func- 
tions, a condition which is essential to 
the most effective administration. 

In brief, the organization of Com- 
pany “A” has the appearance of having 
grown without careful planning. It 
could be streamlined with a gain in ad- 


ministrative efficiency. 

O™ of the largest electric and gas 
utilities, Company “B,” evidences 

the same faulty distribution of execu- 

tive load as Company “A,” but in a 

different way. Only four executives re- 

port to the president, as follows: 


Company “B” 
President 
Vice president and general manager 
Vice president and assistant to presi- 
dent 
Vice president, secretary, and treas- 
urer 
Comptroller 
At first glance this may appear to 
offer a good example of a simplified 
executive structure. But such is not the 
case. It contains unfortunate weak- 
nesses. First is the wide range of super- 
vision of the vice president and general 
manager as can be illustrated by the 
staff reporting directly to him. 


e 


Vice president and general manager 

Vice president and assistant general 
manager 

General counsel 

Rate attorney 

Law, general attorney 

Personnel manager 

Purchases and stores manager 

Credit, collection, and stock sales 
manager 

Manager of publicity 

Automotive engineer 

Chief engineer 

Engineer, electric operation depart- 
ment 

Engineer, general construction 

Vice president and assistant general 
manager, “X”’ power division 

Vice president in charge of public 
relations and sales 

Engineer, gas operating department 

Vice president and executive engi- 
neer 

General superintendent (of 2 divi- 
sions ) 

Division managers (one for each of 
12 divisions) 

Division manager, gas division 


HAT efficient administrative con- 

trol would flow from this organi- 
zation is highly problematical. Only a 
superman could effectively administer, 
at first hand, as must be the presump- 
tion, such a large variety of important 
activities. But a business should not 
be organized on the assumption that it 
will have the services of a superman, 
or continuity of organization will some 
day be lacking. 


“THE attributes of sound organization—balance, stability, 
flexibility, capacity for growth, and adjustment to objectives 
—are frequently wanting. A common cause of this condition 
is the building of organizations around individuals rather 
than the fitting of individuals into organizations. Aggres- 
sive personalities are permitted to expand their spheres of 
influence by absorbing a great variety of duties or by over- 


emphasizing their work.” 
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The second apparent defect is the po- 
sition of vice president and assistant to 
the president. This appears to duplicate 
in some degree the position of president 
and is superfluous. At least, the organi- 
zation chart does not reveal supervision 
over a major business activity. If the 
staff were properly organized, there 
generally would be no need for such a 
position, as will be discussed later. 

Other weaknesses are apparent, 
among which is again a failure to dis- 
tinguish clearly between line and staff 
functions. 


N the third illustration, Company 
“C,” the president is supported by 
a staff of seven. 


Company “C” 
President 
Vice president in charge of oper- 
ations 

Vice president in charge of sales 

Vice president and treasurer 

Vice president without portfolio 

Attorney 

Personnel manager 

Assistant to president 

In this case, the major function of 

rendering electric service is divided be- 
tween two departments, known as 
“Operations” and “Sales.” There is 
some merit to this division but the dis- 
advantages outweigh the advantages. 
However, it must be recognized that 
the responsibilities of the so-called 
operating vice president do not extend 
to all operations but are limited to plant 
operation, maintenance, and construc- 
tion. In reality, therefore, he is solely 
a plant executive or manager. But plant 
activities are only a phase, although 
an important one, in the sum total of 
operations. Consequently, such a di- 
vision of initial authority and adminis- 
trative control creates divided responsi- 
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bility and its attendant problems. If 
there is failure in business development 
or in holding business, the chief execu- 
tive, in addition to his other adminis- 
trative duties, may encounter serious 
difficulty in fixing responsibility. There 
is then imposed upon him the problem 
of determining whether the failure is 
due to plant management, perhaps ex- 
pressing itself in high costs or poor 
service, or to commercial conditions, 
such as high rates, unreasonable terms 
of service, and poor salesmanship. 


| ie the second place, the division of 
executive authority between plant 
management and commercial activities 
will tend to disrupt the stability of the 
organization. In case of a vacancy in 
the presidency there will not be avail- 
able for succession, from the operating 
departments of the business, a man 
who has had administrative experience 
in both plant and commercial opera- 
tions. 

The structure of “C” not only con- 
tains elements at variance with sound 
administrative practice but others with 
dangerous potentialities. A vice presi- 
dent is charged with both accounting 
and treasury matters. This is an anti- 
quated form of corporate office, as is 
rather universally recognized in other 
enterprises. The authority of the vice 
president and treasurer extends to 
meter reading, customer billing, col- 
lection of money, disbursement of 
funds, and custodianship of cash, in 
addition to accounting. Thus there 1s 
no internal check on funds which the 
single vice president does not control 
—a manifest case of excessive author- 
ity, inadequate accountability, and, con- 
sequently, of improper division of ac- 
tivities and responsibilities. 
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Systematic Organization in Business 


ad is not implied that a business with an unsystematic organization 
will invariably suffer from higher costs than one which is better 
organized. More favorable opportunities, superiority in the quality of 
men and machines, and other conditions may, of course, counteract to 
some extent an inept system. But this begs the question and it may be 
concluded without equivocation that operations within a poorly planned 
structure will be less efficient and economical than when the organization 
is best designed to accomplish its purposes.” 





Other elements in the structure are 
of doubtful advantage. The executive 
staff includes a vice president without 
portfolio and an assistant to the presi- 
dent. What are their functions? Cer- 
tainly they do not correspond with 
principal business activities. The for- 
mer may hold the position of executive 
vice president whose voice is heard in 
most if not all matters. This would con- 
fer upon him the duties of the presi- 
dent, without the responsibilities and 
the same degree of accountability. 

There are but two justifications for 
an office of vice president without port- 
folio: (1) humane considerations, or 
(2) temporary expediency. A com- 
petent officer valued for his broad ex- 
perience and judgment, but partially 
incapacitated, might profitably be re- 
tained as an adviser to the president. 
Or if a department head, or another 
person, is not as yet fully qualified 


for the presidency, he might serve 
temporarily as vice president without 
portfolio until he has acquired the 
broad experience and understanding 
essential for the presidency. 

The same observations may be made 
concerning an assistant to the presi- 
dent. This generally is a superfluous 
position, except in very large institu- 
tions. The president should have not 
one but several assistants, and the best 
are to be found in his executive staff 
who have responsibility for the major 
functions of the business. If these ex- 
ecutives are qualified for their work, 
occasion will seldom exist for an as- 
sistant. 


HE next illustration, Company 
“D,” is interesting, although 
anomalous, because it does not appear 
to have a single chief executive officer, 
unless this authority is vested in the 
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president of the parent corporation. 
Its organization chart starts with a 
block containing the president, a vice 
president, a comptroller, and a “spon- 
sor.” Branching off from this block 
are a vice president and general man- 
ager and the secretary and treasurer 
who reside in the territory served, but 
three of the principal executives reside 
several hundred miles away in the city 
of the principal offices of the parent 
company. 

In such an organization, is the presi- 
dent the chief executive officer or mere- 
ly a local representative without the 
full normal authority and responsibili- 
ties of a president? Inasmuch as his 
authority appears to be limited to cer- 
tain, but not all, local operating mat- 
ters, the president is, in fact, a vice 
president and general manager. The 
duties of the vice president who is sta- 
tioned at headquarters of the holding 
company are not indicated by the or- 
ganization chart, but he appears to act 
in a coordinate capacity with the presi- 
dent. What are the duties of the comp- 
troller and of the “sponsor” who like- 
wise are stationed in the holding com- 
pany offices? There may be a reason- 
able and convincing explanation of this 
form of organization, but it is doubt- 
ful, for such a structure is not con- 
ducive to definite responsibility, to 
fixed accountability, or to organization 
stability. 

In another group of companies, the 
president of the holding company 
serves as president of the operating 
companies in spite of the fact that he 
resides and has his office hundreds of 
miles, in some instances, from the ter- 
ritories served. Thus local authority 
is highly restricted—a condition un- 
favorable to local responsibility to em- 
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ployees and patrons. But in this case 
there is no window dressing by the os- 
tensible existence of a local president 
who in reality does not hold such office, 


HE organization chart of one com- 
pany, “EF,” in this system, incon- 
veniently presented on a sheet 42 inches 
by 35 inches in size, reveals the same 
faulty distribution of executive func- 
tions and lack of simplified codrdina- 
tion as in “A” and “B,” but also a di- 
vision of responsibility between two 
executives for collection accounting. 
The highest local executive, a vice pres- 
ident and general manager, has the fol- 
lowing staff : 
Company “E” 
Vice president and general manager 
Assistant general manager 
Stenographic and general files 
Public relations 
Advertising 
Statistics 
Credit manager (including collec- 
tion) 
Assistant secretary and office 
manager 
Property records and costs 
Main office accounting and 
supervision of local office ac- 
counting 
Centralized billing supervision, 
local office meter reading, 
billing 
Commercial manager 
General superintendent (plant 
operation and engineering) 
Division managers (4 in number) 


A careful plan of organization is not 
evident, and in this instance, as in 
others, an assistant is interposed— 
probably needlessly—between the vice 
president and his department heads. 
Hence, on the basis of the manner in 
which the chart is drawn, the question 
may be raised as to whether the depart- 
ment heads report diréctly to the as- 
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sistant general manager or to the vice 
president. In any event, the structure 
does not promote clear lines of respon- 
sibility and may lead to by-passing of 
authority and weakening of morale. 


b tes organization of Company “F” 
is not clearly revealed by its chart. 
Eleven people appear to report directly 
to the president, including a vice presi- 
dent and general manager, although 
nine of the remaining ten appear to re- 
port also to the vice president and gen- 
eral manager. In addition, six other ex- 
ecutives or department heads report di- 
rectly to the general manager. In out- 
line, the organization seems to be as 
follows: 


Company “F” 
President 
Assistant to president 
Vice president and general manager 
Group reporting to both president 
and general manager— 
Vice president and controller 
Secretary 
Treasurer 
Manager of adjustment depart- 
ment 
Vice president in charge of 
sales 
Director of personnel 
General attorney 
General purchasing agent 
Advertising manager 
Group reporting to general man- 
ager only— 


Vice president in charge of 
operations 

Superintendent of system plan- 
ning and development 

Superintendent of inventory 
and valuation 

Manager of engineering and 
construction 

Superintendent of right of way 

Office manager 


Such an organization is so complete- 
ly at variance with major functions and 
sound practice that further comment 
is unnecessary. It divides and decen- 
tralizes responsibility to such an extent 
that strong administration becomes 
highly improbable. The same absence 
of balance is found in lower levels of 
authority in this company. 


ener sein “G” serves a large metro- 
politan area. An executive vice 
president reports to the president and 
nineteen persons report to the execu- 
tive vice president, thus imposing upon 
him a strenuous burden. 


Company “G” 
President 
Executive vice president 

Secretary 

General counsel 

Vice president in charge of engi- 
neering 

Vice president in charge of sales 

Vice president in charge of fi- 
nance and accounting 

Treasurer 


“A FEW corporations regularly send organization charts to 
thetr stockholders. But such instances are rare. Indeed in 
many companies staff charts of any kind are not available. 
Furthermore, the organization charts that are prepared are 
sometimes poorly designed, if not inaccurate. Although by 
no means conclusive, this lack of essential information and 
the involved and confused state of some charts may suggest 
that systematic organization does not exist, except bychance.” 
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Manager of public relations 

Manager of rates and standard 
practice 

Manager of personnel 

Manager of service operations 

Vice president of electric oper- 
ations 

Vice president of gas operations 

Purchasing agent 

Manager of customers’ service 

Division managers (two of the 
five known as regional vice 
presidents — all reporting to 
both the manager of customers’ 
service and the executive vice 
president ) 


On the whole this structure departs 
from sound standards. Here again is 
seen the failure to recognize simple 
functionalization, codrdination, and 
the limitations of executive span, Fur- 
thermore, there seems to be some vague 
tie between treasury and finance and 
accounting matters not clarified by the 
chart. 


ie Company ‘“‘H” there is an unfor- 
tunate sharing of responsibility be- 
tween the general manager and the 
treasurer, inasmuch as the manager of 
credits and collections and the head of 
the stores department report to both. 
Another involved arrangement exists 
in the apparent joint supervision by the 
treasurer, secretary, and general man- 
ager over divisions. The organization 
appears to be as follows: 
Company “H” 
President 
Treasurer 
Secretary 
General manager 
Manager of casi 
and collections with 
Stores department Jtreasurer 
Chief engineer, superintendent of 
power, production, and distri- 
bution— 
Load dispatching and relays 
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Meter foreman 
Construction department 
Production department 
Advertising department 
Sales department 
Superintendent ice 
Superintendent autos 
Claim department 
Personnel department 
Rate department 
Division managers (with ac- 
countability to the treasurer, 
chief engineer, and secretary, 
also) 


In this case is found inadequate ex- 
ecutive load with respect to the presi- 
dent, an excessive load on the general 
manager, and vague lines of authority, 


iy the last illustration, Company “T,” 
the organization of the major ex- 
ecutive staff is generally superior to 
that of any of the companies shown. 
Six executives report to the president, 
as follows: 
Company “I” 
President and general manager 
Vice president in charge of oper- 
ations 

Vice president and secretary 

Treasurer and assistant secretary 

Assistant to president 

General counsel 

Purchasing agent 


In this company the vice president 
in charge of operations has supervision 
over both plant operations and com- 
mercial activities. He is supported by a 
staff of three executives : general super- 
intendent, sales manager, and chief 
engineer. The major weakness in the 
top organization is the combining of 
treasury and accounting functions un- 
der the treasurer and assistant secre- 
tary. 

The title of “assistant to president” 
is inept as this executive has jurisdic- 
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tion over the personnel department and 
statistical research, which are two un- 
related fields. 


+} per enlightening illustrations 
could be given. However, the 
foregoing are sufficient to show, at 
least, the manifest need for further 
thought on staff organization and the 
abundant room for improvement. But 
this review merely scratches the sur- 
face. Similar, and even worse, con- 
fusion may prevail, and in some in- 
stances clearly does, at the lower levels 
of authority. 

The cases cited disclose a wide dis- 
parity in organization structure and the 
general absence of a plan or pattern. 
Perhaps the existing disparity has some 
justification in differences in operating 
conditions, but more convincing dem- 
onstration of this should be required 
to satisfy investors in utility proper- 
ties, directors, and others. It is incon- 
ceivable that each structure presented 
is the best, and this view is fortified by 
an examination of other companies. 

Whatever the facts, it will be pru- 
dent for management to review its 
policies and methods in several areas, 
including staff organization, and to be 
prepared to justify what it does. 
Change may be laborious, particularly 


when the matter involved is the crea- 
tion of those who must make the de- 
cision. But resistance to change may 
be unfortunate. Moreover, penetrating 
inquiry might reveal that defective 
structure is symptomatic of a patho- 
logical condition. It may evidence more 
serious weakness. Progressive manage- 
ment will want to know if such possi- 
bilities exist and a thorough examina- 
tion of staff organization may prove 
to be a useful key. Then, also, there 
are too many interests concerned with 
electric utility operations for manage- 
ment to be complacent. Stockholders, 
creditors, patrons, and others will want 
assurance that policies and practices 
are sound. There are many indications 
of such growing alertness. 

In any event the time has arrived 
for management to dismiss any ideas 
that the structure of staff organiza- 
tion is of confidential nature. It should 
report more fully on the subject and 
explain why it has adopted a certain 
form of organization. Of course this 
is only a phase of administration and 
other administrative policies, methods, 
and controls will bear close study. But 
full disclosure of the form of organ- 
ization will inspire confidence and erect 
another bridge across the gap between 
ownership and management. 





After the War Is Over... 


coyyee new uses must be found for aluminum [after the war]. The 
air transport industry expects a post-war expansion, but tt ts a 
question whether the aircraft industry will continue to absorb tons upon 
tons of this light metal. Seldom in peace time do steel operations reach 
capacity, and now capacity is immense. The machine tool industry will 
be able almost to industrialize the world. Under such circumstances, 
will private concerns dare to buy government plants? And if purchase 
options are not exercised, what of government competition? 


—EpirorrAL STATEMENT, 
The United States News. 
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The Passing of De Luxe 
Transit 


Both direct and indirect effects of the war on trans- 

portation of persons and goods are already being 

manifested—Possible effect on transportation sys- 
tems im post-war times. 


By T. N. SANDIFER 


CC RANSPORTATION as_ usual” 
today is added to the list of 


those other things, trouser 
cuffs, sugar, coffee, razor blades, and 
auto tires, that for the duration of this 
war will not be “as usual” again. To 
this, in keeping with the season, should 
be added as a corollary that vacations, 
if any, likewise will not be as usual, or 
even like anything that was considered 
even remotely possible as late as two 
months ago. The private auto, the mo- 
tor launch, and the trailer are out. 
Instead of all these things being al- 
lowed normally to remain a part of 
everyday life, the nation is about to be 
treated to a spectacle of whole regions 
fighting for their economic existence as 
the cut-off is tightened from Wash- 
ington on the transportation that in the 
past has spelled their lifeblood. The 
possibilities dwarf into comedy the old 
drama of the new western town fight- 
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ing “the interests” for the railroad 
right of way. Instead of some such iso- 
lated affair, the whole continental com- 
mercial and economic map is being 
remade. 

For some time past, as the strangle 
hold of rubber shortage tightened, in- 
dividual communities have taken local 
steps such as restricting taxicab cruis- 
ing, or staggering hours of one or ar- 
other community groups, or suspend- 
ing within a state some luxury-bus 
service. Certain California bus com- 
panies, for example, suspended some 
months ago chartering of busses for 
sight-seeing or pleasure trips, outings, 
and similar purposes, 

There is a good reason why such 
steps should have been taken at an early 
stage on the Pacific coast. San Diego, 
with 27 per cent of its 1940 population 
checked as newcomers, and Los Ar- 
geles, with a reported 150,000 new 
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THE PASSING OF DE LUXE TRANSIT 


opulation since 1940, are indicative 
of the trend which nationally is repre- 
sented by the fact that there has been a 
better than 4 per cent rise in population 
owing to present unusual conditions in 
all cities over 25,000 checked by gov- 
ernment sources. 

There is, as a prime factor in the 
municipal transportation problem, a 
nation-wide shoal of population move- 
ment estimated by Federal Security 
Administrator McNutt at potentially 
10,000,000 in the next year. This hu- 
man tide is not drifting, but moving 
into communities where work calls. Its 
first waves already have been tabbed in 
| a cross-sectional city-to-city check by 
various Federal agencies, and show 
temporary gains in population for vir- 
tually every industrial community of 
the country. 


Bien huge movement of people is 


attaining its highest levels as the 
nation normally moves around in tem- 
porary freedom from the desk and 
work bench—on vacation. Further- 
more, the coming months will see the 
American military effort beginning to 
reach a peak, meaning that troop move- 
ments on a mass scale are to be expect- 
ed. Here, then, is an unprecedented 
strain on the normal transportation fa- 
cilities of the country, public and 
private, municipal and interstate. 

But the transportation facilities of 
the country are no longer normal. In 
municipalities the burden, even before 
the increases in population noted, was 
shared by the street railway and inter- 
urban rail systems, the city taxicab 
companies, and the automobiles of 
private drivers. Now, with the great- 
est strain in their history on them, two 
of these three transportation mediums 


are virtually out in the case of one, and 
so severely curtailed in the other that 
only the street railway systems are left. 
For extended travel the railroad and 
bus remain, but with new limitations. 
The two factors which have knocked 
out the private car, and the taxicab 
services to a much lesser degree at this 
stage at least, are too well known to 
the reader to need much elaboration. 
They are the gas and oil shortage, and 
the tire shortage. To these two, a little 
later will be added a third factor not 
now present to any extent—a shortage 
of automobiles. If there are still no gas 
and no tires the auto shortage will seem 
academic, but it will be there, anyway. 


[ certain steps widely advocated are 
then taken, such as the sequestra- 
tion by the government of private auto- 
mobiles, or private tires, there will be 
added yet another load on the surviv- 
ing transportation mediums left to the 
public. The possibilities can be carried 
speculatively to the point of wondering 
who will get priority on new shoe 
leather when this stage is reached. 

Meanwhile the potentialities in the 
current tire and gas rationing are very 
real and, again speaking seasonally, 
they carry the possibility of life or 
death for communities all over the 
country. To understand this, consider 
the plight if Mr. Smith or Mr. Deeds 
elects to go to the country, instead of 
town, for a change. 

If he uses his car, recklessly disre- 
garding the effect on his tires, he has 
to consider the precarious state of gas 
supplies in the East. He can, for in- 
stance, use up his entire quota of gas 
to get to his destination, and face the 
prospect of having to store his car 
when he is ready to leave—remember, 
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he is allowed so much gas for a stated 
interval, and his vacation is not geared 
that way at all; he has to get it in dur- 
ing the week or two weeks allowed 
him. 

“All right,” Mr. Deeds may say, 
“T’'ll take the bus.”” Let’s see if he will. 

The regularly scheduled bus services 
are operating, and at this writing 
neither busses nor other commercial 
highway transportation is being ra- 
tioned on gasoline. Tires are every- 
body’s problem. Mr. Deeds, however, 
must consider some other factors. 
These are embodied in the 12-point 
policy evolved by the Office of Defense 
Transportation, and in the requests 
made by the commercial carrier bus 


concerns. 

- pcoemeangg for consideration in the 
12-point policy first-mentioned is 

this: 

Busses not operated in regularly 
scheduled service, whether run on a 
charter or individual fare basis, 
should, according to this policy, be op- 
erated only to carry workers to and 
from places of defense employment or 
to meet contingencies where lack of 
such transportation will interfere with 
the war effort. 

Under this policy busses chartered 
to transport selectees, groups made up 
principally of the armed forces, groups 


q 


e 


going or coming from military posts in 
organized recreational activities, school 
busses, and transportation of under. 
privileged children, are viewed as all 
right. 

Not all right, and accordingly being 
discontinued increasingly in various 
communities, are bus services chartered 
for civilian parties to the beach, pleas. 
ure resorts, picnics, points of historic 
interest, the races, baseball, and other 
sporting events. 


HE vacationer should look that last 

listover carefully. Incidentally, the 
Office of Defense Transportation has 
recognized that certain public bus serv- 
ices might be technically open to 
criticism for refusing such business, 
and this office has recommended that 
any penalty be waived under such cit- 
cumstances. 

However, the regular beach and 
other resorts that have come to notice 
of this writer have advertised that bus 
service is available, and the only stric- 
ture is the injunction to spread the va- 
cation period over other months as 
well as the peak summer months so as 
to smooth out what would otherwise be 
a travel hump, and for individuals to 
plan the start of their trips for other 
than the week-end rush periods; in- 
stead of itinerating, plan to stay at one 
resort, and try to pick one near home. 


“For some time past, as the strangle hold of rubber shortage 
tightened, individual communities have taken local steps such 
as restricting taxicab cruising, or staggering hours of one 


or another community groups, or suspending within a state 
some luxury-bus service. Certain California bus companies, 
for example, suspended some months ago chartering of 
busses for sight-seeing or pleasure trips, outings, and similar 


pur poses.” 
JULY 16, 1942 
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eae effect of gasoline rationing re- 
quires still further thought in the 
vacationer’s considerations. Motor- 
ists, for instance, who faced the neces- 
sity of traveling through the rationed 
eastern areas, were warned ahead of 
the date for beginning rationing to get 
home if they could before rationing 
started. 

This warning was meant for those 
who had been spending the late spring 
months away from home; but it now 
applies to those living elsewhere who 
have contemplated a trip to one of 
these eastern states. Bear also in mind 
that a still more comprehensive ration- 
ing plan looms, and the unusual com- 
plications of a driving vacation this 
year become apparent. 


[' the effect on the average vacation- 
ist is one of slightly dampening his 
anticipations, gasoline rationing, as 
pointed out in the beginning of this 
article, threatens the livelihood of 
whole communities, along with the tire 
rationing stringency. The tire restric- 
tion is not such an ominous threat as 
the gasoline curtailment, obviously, 
but it is a factor. 

New England hotel and resort own- 
ers, as among those first to feel any 
let-down of tourists, the summer being 
their season, already are stated to have 
flooded Washington with protests that 
their half-billion dollar recreational 
industry is threatened with virtual ex- 
tinction. 

In succeeding seasons the geographic 
areas of the country concerned doubt- 
less will follow with similar protests. 
The Keystone Automobile Club was 
reported among other similar organi- 
zations protesting the effect of gas 
rationing. 
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HIS effect is very apparent not 

only in the case of recognized gen- 
eral resort areas, such as New Eng- 
land, or other sections, but in coming 
months will be felt increasingly by 
literally hundreds of smaller communi- 
ties which derive a substantial part of 
their economic support from week-end 
summer colonies. This is particularly 
true of the East, and in the case of 
overcrowded Washington, D. C., is 
applicable to scores of Maryland, Vir- 
ginia, and West Virginia spots. 

Mention of Washington recalls a 
slight error of judgment on the part of 
the gas-rationing authorities at the 
outset of the rationing period. It was 
bravely announced on their behalf that 
Congressmen in the capital would 
have to take their chances on gasoline 
along with the run-of-mine residents, 
including state and national taxpayers 
there. This, it quickly became appar- 
ent however, was a somewhat prema- 
ture view of the matter. It was taken 
without due thought. 

When the rationing boys had caught 
their breath from telling the public all 
the bad news that could be summed up 
in a few columns, they had a somewhat 
different version of the rationing sys- 
tem as applied to members of Con- 
gress. At last report many gentlemen 
with congressional tags on their cars 
were still using “X”’ cards, which are 
somewhat like an A-l-a priority rat- 
ing; their wives would have to be sat- 
isfied with “A” cards, but the Con- 
gressmen were free to fill up the tanks, 
as usual. 

It is a comment on Washington that 
this procedure went on in the city 
while the OPA officials were still 
piously declaring that “it warn’t 
right.” 
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Population on Wheels 


— peace-time conditions United States is literally a popula- 

tion on wheels—33,000,000 motor vehicles serving 130,000,- 

000 people. Assuming the average car owner continues to operate his 

car at anything like the usual rate, it is foreseen by Federal authorities 

that 20,000,000 automobiles will go out of use in from twelve to fifteen 

months more, and by some time in 1943 there will be still available, with 
tires and in operating condition, only 8,000,000 cars.” 





A™ forecasts as to the outcome of 
the gas-rationing program in the 
East would be speculative at this stage. 
It may be indicative of the situation to 
recall that only a few days before Leon 
Henderson, loquacious administrator 
of prices and rationing of all things, 
decreed approximately 3 gallons per 
week for eastern drivers, Petroleum 
Coordinator Ickes was quoted as stat- 
ing that “I refuse to believe that people 
will be put on such short rations” and 
that he saw “no necessity for such a 
drastic cut.” 

Meanwhile, the cumulative effect of 
gas rationing, growing scarcity of 
rubber, abnormal pressure of popula- 
tion on existing transportation of all 
kinds was being curtailed. Milk de- 
liveries in many cities have been trans- 
posed to daytime, where, from im- 
memorial times, the milk wagon has 
been symbolic of two o'clock in the 
morning. 
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The effect in this instance has been 
heavy loss of business reported by the 
dairy companies concerned, because 
many people preferred to buy their 
milk independently under this condi- 
tion so as to have it when needed. This 
is a single detail in a changing mosaic 
of conditions brought about by revo- 
lutionary transportation difficulties. 


oo the Office of Defense 
Transportation has under way a 
twofold campaign designed to ease the 
pressure on railway and bus facilities, 
and, in communities, to spread existing 
transportation of all kinds as widely as 
possible. 

Under the first heading proposals 
are still being widely discussed for ac- 
tually rationing railroad and bus travel 
under specific conditions. One official 
of a railroad organization summed up 
the idea when he observed that “It is 
entirely possible that people wanting to 
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travel to and from congested centers 
will have to show sufficient reason be- 
fore they can buy tickets.” 

Elaborating this theme, he remarked 
that the time might be near when a rail- 
road executive, or an industrial expert, 
might reasonably be expected to be ac- 
corded the accommodations available, 
ahead of a lady en route to Reno on her 
own business. 

In the face of current operating de- 
mands, under which railroads fre- 
quently have to divert rolling stock for 
transportation of troops and their 
combat equipment, it has been stated 
by rail officials that traffic increases 
have been 25 to 100 per cent in con- 
gested areas of the country. 


+ pes more concrete steps than 
mere informal rationing of ac- 
commodations are in prospect, accord- 
ing to Office of Defense Transporta- 
tion. Under consideration are the elim- 
ination of trains on militarily or indus- 
trially nonessential or thinly populated 
routes, reduction of the number of 
trains serving a given area, drawing 
out of schedules, increasing the stops, 
pooling of equipment, and withdrawal 
of luxury accommodations for non- 
essential travel to put it to war use. 
Lines not running at capacity might, 
for instance, be called on to shift 
equipment to overburdened roads. 

Easing the pressure on municipal 
transportation utilities, the ODT has 
launched a car-pooling campaign to en- 
list public support of the idea of shar- 
ing cars to and from work, and has 
moved to channel street, interurban, 
and bus travel into essential traffic 
use in all congested areas. 

In addition to car pooling, the na- 
tion-wide community program in- 


volves staggering of transportation 
schedules and employment shifts, and, 
as noted, sweeping changes in local 
delivery practices involving laundries, 
stores, services of all kinds, and, per- 
haps to come, a radical change in the 
nature of accommodations for mass 
transportation. 

Many of the plans which at this 
writing were in the stage of proposals 
for consideration may be actualities 
when this appears. With an estimated 
nearly 15,000,000 people directly en- 
gaged in war production, and a large 
proportion of these properly classified 
as “dislocated traffic,’ to borrow a 
term, some change in the normal rou- 
tine over the whole country seems 
foregone. 


NDER peace-time conditions the 
United States is literally a popu- 
lation on wheels—33,000,000 motor 
vehicles serving 130,000,000 people. 
Assuming the average car owner con- 
tinues to operate his car at anything 
like the usual rate, it is foreseen by 
Federal authorities that 20,000,000 
automobiles will go out of use in from 
twelve to fifteen months more, and by 
some time in 1943 there will be still 
available, with tires and in operating 
condition, only 8,000,000 cars. Most 
cars at present are carrying slightly 
more than one person per car per trip. 
Added to this rapidly declining 
number of available private cars is the 
rubber situation, which is an interlock- 
ing factor, obviously. It is estimated 
that available stocks of rubber in the 
country are actually only enough to 
meet the next year’s military and essen- 
tial defense requirements ; 95 per cent 
of the supply of new rubber came from 
areas now held by Japanese forces, and 
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the only practicable source of quick 
supply now is in the stocks of reclaimed 
rubber from old tires, etc. The syn- 
thetic program will not provide a prac- 
ticable supply for some time. 

There is, then, the mechanical prob- 
lem of keeping in service the remaining 
automobiles now operating, through 
conserving their tires, through increas- 
ing their use for essentials, and de- 
creasing such use otherwise. As an 
extension of such purposes are various 
proposals for requisitioning tires from 
private owners, or the cars themselves, 
and these ideas have progressed to the 
stage of legislative proposals in Con- 
gress. It should be added immediately, 
at this writing, the proposals have been 
received very coldly in Congress. 


—— net effects of the upheaval in 
transportation habits already are 
being manifested. Restrictions on 
transportation for goods of a nonmili- 
tary character are tending to narrow 


the field of sales to adjacent sales areas 
of producers or shippers; there is a 
strong Federal demand for removal of 
state barriers to transportation which 
complicate emergency movement of 
freight or passengers. These include 
state laws requiring certain train 
lengths which may delay a shipment of 
war goods while a train is broken into 
the legal number of cars, or state load 
limits for commercial trucks or other 
carriers, and many others. 

Another effect, partly of transporta- 
tion, and partly due to emergency con- 
ditions which may stabilize, is a con- 
centration of industry in limited areas, 
undermining the structure of the 
smaller community. If the heavy cen- 
tralization of population in certain 
areas persists after the war it will re- 
verse a deliberate program of the early 
New Deal days, and will, in turn, have 
an effect yet to be foreseen on the 
transportation systems of post-war 
times. 





State Regulations and the War Effort 


CC VF we are now going to ‘pool’ the state highways for war 

I purposes, it seems that the Federal government will be 
under both practical and moral obligation to assume the expense 
of bringing them up to uniform standards, and repairing dam- 
age that may be caused by government-authorized overloading. 
And so ‘all across the board’ we shall have to work out along 
logical and practical lines a redividing of fields of Federal au- 
thority and state and local authority. This may be one of the 
permanent changes—or reforms—that will come out of war.” 


—EDITORIAL STATEMENT, 


Arkansas (Little Rock) Gazette. 
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The Australian Railway System’s 
Role in Defense 


Rail transportation, declares the author, is faulty 

and slow in that country and cannot be counted on 

too much in the war, but the people are fit, athletic, 

and resourceful and have proven themselves to be 
excellent fighters. 


By ARTHUR C. SELKE 


} \ 7 1TH the Japanese now definite- 
ly in control of the most vital 
of the East India islands, the 
question of Australia’s defense be- 
comes paramount in importance. That 
country’s railroads will play a very im- 
portant part in the nation’s defense, 
far more than any other type of trans- 
portation, except, perhaps, oversea 
ships. Since American nationals have 
been called to assist the people “down 
under,” this matter is of interest to the 
inhabitants of our country as well. 
There are various ways of apprais- 
ing a nation’s rail systems. “Ton miles 
of freight carried,” “tons of freight 
borne,” “capacity of rolling stock,” and 
numerous other criteria are of impor- 
tance. For the layman, “rail mileage” 
is the most commonly used. It is best 
understood by him, the figures are 
easily obtained, and, if correctly inter- 


preted, they have considerable signifi- 
cance. 

In the matter of length of track 
Australia makes a very favorable show- 
ing—27,000 miles in all. This is small 
—only compared to the United States ; 
it is larger than many more populous 
countries. The ratio, nearly 4,000 miles 
of rail per million people, is exceedingly 
high. The Australians are resourceful 
and intelligent and could make the best 
use of this asset in time of war. The 
climate imposes no serious direct handi- 
caps to the system. One might expect 
the system to have considerable mili- 
tary effectiveness from these figures. 
Still, the Australian railways have some 
serious weaknesses not apparent in the 
crude mileage figures. 

It is well for us, as allies, to recog- 
nize some of the weaknesses of the rail 
system. At the very best, it would be 
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difficult for a nation of seven million 
people, covering an area as large as the 
United States, to have a transportation 
system which would be as effective as 
those of more populous countries. This 
people has done well to maintain such 
a large mileage of track, but the empire 
builders of the Antipodes have also 
been subject to human error—no more, 
perhaps, than those of more populous 
countries—but in this land the flaws 
were to become more apparent and sig- 
nificant. When we count on the rail- 
roads of this land, we should be aware 
of their weaknesses, and not expect too 
much of them in time of war. 


7“ the first place Australia has the 
smallest amount of arable land of 
any populated continent. The propor- 
tion of desert and other dry land is 
greater than for any continent. Only 
a few areas in the eastern and south- 
eastern part of Australia, plus a tiny 
fragment of land to the southwest, is 
capable of intensive development, un- 
less an even smaller part of ultra-tropi- 
cal lands northward have promise. The 
railroads are naturally located in the 
populous areas. Some lines are acci- 
dentally of strategic importance. One 
transcontinental line was built to con- 
nect the fertile southeastern section 
with the small fertile southwestern area 
of the continent, but practically the 
whole line runs through barren land. 
Another line was started to join the 
north shore with the south shore, but 
the project was not completed. The 
lines running from the south and the 
north shores are now connected by a 
hastily built highway to close the rail 
gap, an emergency device at the very 
best. The truth of the matter is that 
only a small part of the continent could 
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support a decent highway or rail sys. 
tem, and there was a limit to building 
profitless strategic lines in the unoccy. 
pied part of the country. 

From the first the Australians haye 
had a strong tendency to settle in the 
governing cities. All of these, later to 
be the capitals of states of the common. 
wealth, are located near the coast, [n 
some cases the state metropolis has 4 
majority of the state’s population; i 
all cases the main city’s political inf. 
ence is paramount. Since the states have 
all built their own railroad lines, it 
would be natural to focus all routes on 


the one influential city of the state. Not] 


a single important rail center compara. 
ble to Denver, Spokane, and other 
American commercial centers could de. 
velop in the interior of the nation. Even 
though other routes might have proven 
more economical, political influences 
would not permit many except capital 
focused lines to be built. A coastal city 
like Newcastle was not permitted to 
have direct connection westward 
through the excellent pass in the New 
England range. 


HE effect was a twofold one. First, 

the lines were not profitable as 
they should have been. Second, the 
rail building increased the population 
dominance of exactly those regions 
which needed it least, the coastal areas. 
The vulnerability of cities near the 
shore was not realized until the Spanish 
insurrection. The island continent 1s 
unfortunate now in having not only 
ideal targets for airplanes only a short 
distance inland—the rail lines and ter- 
minal facilities are also poorly placed. 
Only a few of the rail lines are wel 
located from a strategic point of view, 
if distance from the ocean is a factor. 
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THE AUSTRALIAN RAILWAY SYSTEM’S ROLE IN DEFENSE 





Centers of Population in Australia 


66 Firm the first the Australians have had a strong tendency to settle 

in the governing cities. All of these, later to be the capitals of 

states of the commonwealth, are located near the coast. In some cases 

the state metropolis has a majority of the state’s population; in all cases 

the main city’s political influence is paramount. Since the states have all 

built their own railroad lines, it would be natural to focus all routes on 
the one influential city of the state.” 





Australia’s transportation systems 
were built before the commonwealth 
had been formed. Hence we had six 
separate rail systems, one for each state. 
After federation the national govern- 
ment built the transcontinental line. We 
have, then, seven separate railroad com- 
panies, as many as if private compa- 
nies operated them, perhaps, but with 
few of the advantages which nonpo- 
litical private companies might offer. 
One could not say that Australian rail- 
ways were in any sense integrated. 

Australians have frequently been 
criticized for permitting a diversity of 
rail gauge to develop in their nation. 
That this is a serious transportation 
defect cannot be denied, but the people 
of that southern hemisphere land prob- 
abiy made no more mistakes than other 
continents, for that island is, after all, 
a continent. 


two 


KY North America has 
gauges, one in Central American 


countries, the other for Mexico and 
land areas northward, and for much 
the same reasons that we find on the 
opposite side of the earth: lack of unity 
among the political divisions of our 
continent, and the greater cheapness of 
the Central American narrow gauge 
lines. 

Europe has more widths of track 
than Australia, and the same may be 
said of Asia. We are too prone to use 
the United States as the model in dis- 
cussing such matters. But whereas our 
net of track was developed long after 
we were a compact nation, the sections 
of Australia enjoyed autonomy while 
their railways were built. 

New South Wales accepted Glad- 
stone’s suggestion to construct lines of 
standard gauge. Victoria placed the 
rails 5 feet 3 inches apart. 

South Australia followed Victoria’s 
example for her main lines, but built 
the rest with 34-foot width for reasons 
of economy. The other states built the 
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more economical narrower line almost 
exclusively. When unification came it 
was possible to travel between two 
capitals only without a break in gauge 
(Adelaide to Melbourne). Later one 
could do so between Sydney and Bris- 
bane. 

The Federal government built the 
so-called transcontinental line like those 
of New South Wales so this did not 
complicate matters any. This brief his- 
torical account should show that Aus- 
tralian fallibilities are like those of 
other lands under similar conditions. 


HE consequences of the diversity 

of gauge are greater, however, 
partly because the island continent’s 
population is small and partly because 
it tends to force the traffic into the ex- 
posed coastal areas. One may go from 
the Cloncurry mines of the hinterland 
of Queensland to Perth, in western 
Australia, but the route is roundabout, 
and the three types of gauges are so 
placed as to necessitate six transfers. 
Tasmania is an island so her difference 
in roadbed is of no serious conse- 
quence. But Northern Territory, 
Queensland, West Australia, which 
have the same widths of track, are sep- 
arated from one another by railways 
whose gauges are different. One must 
transfer in going between the two larg- 
est cities, Sydney and Melbourne. The 
earnings on the various train services 
of the continent are too small to reme- 
dy this serious defect. Hence inter- 
state commerce on land is small, and 
coastwise vessels carry much which 
ordinarily would be borne on land. Bulk 
goods, like iron ore and long-distance 
haul of coal, which figure so largely in 
many transportation systems, are 
largely carried by water in Australia. 
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Of course there are other types of 
transportation in Australia. Coastwise 
traffic on the oceans is important as 
we would expect on an island continent. 
The inland waterways and pipe lines 
for fuel are of little significance. Ip. 
deed the longest pipe line is to carry 
water, not petroleum or gas, from 
Perth to Kalgoorlie. A few power lines 
carry electricity some distance inland, 
but the generating stations are mostly 
near the coast. The highways are im- 
portant but they again serve populous 
coastal areas, and have limitations due 
to Australia’s lack of petroleum. 


B” these forms have many weak- 
nesses also. Ocean vessels, includ- 
ing those near the shore, are vulnerable 
from surface, undersea, and air attacks 
alike. Their terminals can be attacked 
from above also. This form of con- 
veyance is slow also. Highways will 
serve their best uses to extend and sup- 
plement the rail shipping of Australia 
in the hour of peril. 

Air transportation is largely depend- 
ent for its traffic upon large cities, and 
the various state capitals “down under” 
must furnish planes with their chief 
freight or passengers. However, many 
inland and isolated areas, even in New 
Guinea, are also served, and good land- 
ing fields have been placed in the in- 
terior. All equipment, planes, landing 
fields, personnel, pilots, and experience 
are directly useful for the military ef- 
fort. 

After examining the above points, 
we find that railroads, like all other 
transportation in the Antipodes, have 
pronounced weaknesses, the air con- 
veyance being the only exception. In 
a war effort the limitations will become 
apparent, Since this continent will have 
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THE AUSTRALIAN RAILWAY SYSTEM’S ROLE IN DEFENSE 


depend upon rails for her most reliable 
carriage she must brace herself to safe- 
guard this vital arm in every way. Two- 
fifths of the coast is without track of 
any kind—a desert, to be sure, but use- 
ful for landing operations nevertheless. 
The narrow gauge line leading to Dar- 
win is unconnected except by a hastily 
built automobile highway. The chief 
industries useful for war are in New 
South Wales and Victoria, served by 
standard and wide track. The points 
which will most likely be attacked are 
in West Australia, Queensland, and 
North Australia, served by the nar- 
rower spread of rail, where they are 
served at all. Carriage of goods from 
producing centers to strategic points 
is slow at best. The terminals and many 
of the lines are close to the coast— 
difficult to protect from air by either 
antiaircraft guns or by protecting 
planes. Facilities for transferring traf- 
fic from one type of track to one of 
another width should be developed. Co- 
ordination with coastwise shipping and 
highways should be effected. The fact 
remains, however, that this noble peo- 
ple of seven million souls works under 
an extreme transportation handicap. 


7 are, of course, some brighter 
phases of Australian defense. 


Thanks to the “White Australia” policy 
to keep the continent white, fifthcolumn 
activity by oriental peoples will be ex- 
tremely difficult. They are an outdoor 
people and would suffer less in this cli- 
mate than most people if made home- 
less by the destruction incident to bomb- 
ings or invasion. The health of this 
people is the best in the world with the 
exception of New Zealand. The food 
supplies and many other items are 
ample for her own needs and that of 
an expeditionary force of considerable 
size. 

Some of the vital tropical areas 
have been well populated by this people. 
In the vital exposed areas elsewhere 
there is a forbidding desert which will 
act as an ally. Australia has developed 
an extensive manufacturing industry. 
The horse, still useful in war, is ample 
for her war needs even if there is an 
extension of the army from abroad. 
The people are athletic and resourceful. 
They have proven to be most excellent 
fighters in several wars, and will fight 


with vigor against an enemy. 

B” the rail system is faulty, is slow, 
and cannot be counted upon too 

much for defense. This fact must be 


recognized, for we must not expect too 
much from this form of transportation. 





Efficient Democracy Made Difficult 


¢ CP yeas demands that a free public opinion shall control gov- 
ernment, but the vast increase in the number of citizens who are 
directly dependent on government for all or part of their income has 
placed the freedom of public opinion everywhere in jeopardy. 
“When the point is reached where opinion can be manipulated or 


bought by officeholders so as to create and hold a majority, popular 
government 1s not longer really operating. Furthermore, the moral 
standards that are essential to its revival and maintenance ‘suffer wide- 
spread determination.” 
—ArtTuHurR C. MILLsPAUGH, 
Excerpt from “Democracy, Efficiency, and 
Stability,’ Brookings Institution. 
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Should Utility Rates Be “Frozen”? 


It seems clear, says the author, that the present 

trend is definitely away from a repetition of the last 

war and post-war debacle of increased costs fol- 
lowed by increased rates. 


By FRANK B. WARREN 


HE present war emergency may 
produce an entirely different 
philosophy from that which 
evolved from World War I in so far as 
rates for public utilities are concerned. 
Everyone is familiar with the pattern 
in the last war, which was, briefly, in- 
creased labor and material costs fol- 
lowed by applications for increased 
rates which were usually obtained. At 
least we all remember the horizontal 
increases in telephone and railroad 
rates which became effective during 
the period of Federal control during 
the last war and which were continued 
in effect thereafter. A different trend 
seems to be developing at this time. 
It cannot be said that the last war was 
without profit if the lesson of the 
danger of inflation was learned and 
remembered. 

It seems needless to repeat the fun- 
damental problem. In times of rising 
prices, fixed incomes in dollars neces- 
sarily buy less and less of the world’s 
goods, Likewise, unelastic prices, such 
as public utility rates subject to regu- 
lation, will at best lag behind the in- 
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creases in costs associated with sup- 
plying the services involved. There are 
few schedules of public utility rates 
related specifically to individual costs, 
and none which are on a basis of ad- 
vancing or decreasing with over-all 
costs automatically. This type of 
schedule has not been popular. It takes 
a considerable period of time usually 
to obtain an increase in rates under 
the time-worn method of seeking a 
schedule which will produce a “fair 
return upon fair value.” A schedule 
of public utility rates established in, 
say 1936, and not adjusted since, 
would only by accident represent the 
result which would have been arrived 
at in 1942. If it is assumed that the 
answer, properly supported by cost 
studies and reasonable consideration of 
the future, was correct in 1936, it can 
hardly be correct in 1942, leaving out 
of consideration increases in volume 
and efficiency, and similar matters 
which would offset the rising price 
level. To take an even narrower view, 
it would seem that apart from any con- 
sideration of fair return on fair value, 
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SHOULD UTILITY RATES BE “FROZEN”? 


& the utilities should be entitled to re- 
cover increased costs which would 
have the effect of swallowing up the 
apparent or estimated net earnings un- 
der existing rates. This was the prob- 
lem faced by the Interstate Commerce 
Commission in considering the appli- 
cation of the rail carriers in 1941 for 
increased rates to offset increased 
costs, largely increased wages to em- 
ployees. The commission apparently 
sought to hold rates at the previous 
level, except for the wage increases, 
and merely to provide sufficient addi- 
tional revenue to take care of the spe- 
cific added cost. 


Mc recently a somewhat differ- 
ent viewpoint or objective has 
entered the field in this present war 
emergency. The Office of Price Ad- 


ministration is charged with the gen- 


eral duty of controlling prices and forc- 
ing excess purchasing power due to 
war activities into savings rather than 
goods at inflated prices. It is estimated 
that consumers’ goods available for 
purchase in 1942, at March, 1942, 
prices, will be some twenty-five billion 
dollars less than purchasing power 
available therefor. In the absence of 
price control, prices would simply ad- 
vance to absorb this twenty-five bil- 
lion slack between demand and supply. 
With controlled prices it is hoped that 
this twenty-five billion will find its 
way into savings to help finance the 
war. 

The Office of Price Administration 
has no jurisdiction over utility rates 
as such, yet its influence in this field 
may become important. In its first 
venture, OPA rather timidly suggested 
to the Interstate Commerce Commis- 
sion that increases in rail rates, al- 
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ready approved by the commission, 
would make it difficult for OPA to 
hold down prices of certain commodi- 
ties substantially affected by the level 
of freight rates. Freight charges have 
a material and immediate effect on the 
market prices for certain commodities 
such as coal, and a negligible effect on 
highly processed goods such as cloth- 
ing. The commission denied the peti- 
tion of OPA without hearing and 
without comment. The increased rail 
rates became effective for interstate 
traffic prior to March, 1942, although 
the effective date as to intrastate traf- 
fic in many states was subsequent to 
March, 1942. 


I May, 1942, OPA announced its 
goal of freezing all prices at the 
March, 1942, level. OPA did not 
claim jurisdiction over utility rates or 
attempt to make its over-all ceiling ap- 
plicable specifically thereto. However, 
something very significant did occur 
subsequent to this over-all freezing an- 
nouncement of OPA. As a back- 
ground, it may be noted that the Bell 
telephone system granted substantial 
increases in wages tn its employees in 
1941; also, its operating tax load in- 
creased substantially as compared with 
previotis years. The Northwestern 
Bell Telephone Company filed with 
the North Dakota commission an ap- 
plication for increases in intrastate 
rates in North Dakota. In Iowa, where 
there is no state regulatory commis- 
sion, the company announced a 15 per 
cent increase in local rates. Subse- 
quently OPA indicated its displeasure 
with this action of the Northwestern 
Bell Company, and a conference was 
arranged between the company repre- 
sentatives and OPA. According to re- 
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Public Utility Rates during Times of Rising Prices 


“* times of rising prices, fixed incomes in dollars necessarily buy 

less and less of the world’s goods. Likewise, unelastic prices, such 

as public utility rates subject to regulation, will at best lag behind the 

increases in costs associated with supplying the services involved. There 

are few schedules of public utility rates related specifically to individual 

costs, and none which are on a basis of advancing or decreasing with 
over-all costs automatically.” 





ports of this conference, the repre- 
sentatives of OPA frankly stated 
their desire to avoid all price increases 
of any kind whatsoever in order to 
check the inflationary trend. Follow- 
ing this conference, the Northwestern 
Bell Company announced withdrawal 
of the increases in Iowa and with- 
drawal of the application for increases 
in North Dakota. There has been no 
public statement on the part of the Bell 
system that it intends to abandon all 
attempts to increase rates for the du- 
_ ration of the war. 


HE Wisconsin commission, in de- 

clining to permit increased tele- 
phone exchange rates in Madison, 
Wisconsin, announced its policy to be 
one opposed to increasing rates for the 
duration of the war, although the com- 
mission recognized that there may be 
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instances when such action may be 
necessary to maintain the financial 
stability of the company under con- 
sideration. The commission declined 
to enter upon the customary valuation 
and rate hearing. It also stated that 
for the duration of the war rates 
should not be increased merely because 
a utility might be earning a rate less 
than one considered fair by the man- 
agement. This order of the Wisconsin 
commission has not been contested. 
The Georgia Public Service Com- 
mission recently postponed indefinite- 
ly the effective date of certain promo- 
tional electric rates of Georgia Power 
Company, stating that, under present 
curtailment and limitation orders, in- 
creased consumption could not be ex- 
pected to offset losses under the lower 
schedule of promotional rates. The 
commission also modified its rules to 





SHOULD UTILITY RATES BE “FROZEN”? 


require war industries seeking exten- 
sive power installations to pay for line 
extensions and substations upon the 
theory that war costs should be paid 
by the nation as a whole and not sad- 
dled on the general consumers of a 
particular utility. There was also some 
discussion of increasing costs, particu- 
larly taxes, which more than absorbed 
increased revenues. This action of the 
Georgia commission may be looked 
upon as a definite move to forestall ap- 
plications for increased rates, since 
there is a specific approval of the Fed- 
eral program for price stabilization in 
the commission’s statement. 


[ seems clear that the present trend 
is definitely away from a repetition 
of the last war and post-war debacle 
of increased costs followed by in- 
creased rates, accompanied by the de- 
velopment of fantastic theories of val- 
uation and rate making. It will cer- 
tainly be of benefit to all concerned if 
another siege of long hearings, appeals, 
arguments, etc., may be avoided by a 
common-sense realization of the ne- 
cessity for preventing inflation and, at 
the same time, maintaining the utili- 
ties in a condition where they are able 
to give adequate and efficient service ; 
which means paying their reasonable 
costs (including reasonable capital 
costs) and maintaining their credit. 

There is ground for assuming a 
realization on the part of public utility 
executives that prevention of a gen- 
eral inflation is worth a considerable 
price. The possibility of ultimately suf- 


fering much greater damage through 
a general inflation than through pres- 
ently accepting something less than 
what might be considered a fair re- 
turn, has evidently been carefully con- 
sidered by the management. It may be 
that out of this emergency will come 
complete abandonment of the cumber- 
some process of valuation and rate 
hearings which have fattened the bank 
rolls of “experts” and produced little 
other tangible evidence of benefit to 
anyone. The work of the state and Fed- 
eral regulatory commissions in estab- 
lishing sound investment records and 
“dehydrating” capital structures will 
prove invaluable in providing a basis 
for speedy adjustments necessary to 
keep the utility in a sound financial 
condition without regard to the nebu- 
lous “fair return upon fair value.” 


N° one will question that complete 
equity cannot be achieved in the 
present circumstances. Some compa- 
nies may have been fortunate in se- 
curing adjustments upward prior to 
March, 1942, under either the in- 
creased cost or “return on fair value” 
theory. 

The neighboring utility, owing mere- 
ly to the selection of a date, may 
receive somewhat different treatment. 
These inequalities should be resolved 
in the larger benefit of preventing un- 
due inflation, and, so long as there is 
adequate appreciation of the necessity 
for financial stability of the operating 
companies, no stockholder has real 
cause for complaint. 





ccyF any fault is to be found with government publicity agencies 

it 1s that they are often so afraid of the horrid word ‘propa- 

ganda’ that they lean too far in the other direction.” 

—EpITorRIAL STATEMENT, 
The Nation. 
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American Transit Moves the 
Masses 


A reassuring statement from a spokesman of one 
of the most hard-pressed and overburdened oper- 
ating industries essential to the war effort. 


By CHARLES GORDON 
MANAGING DIRECTOR, AMERICAN TRANSIT 
ASSOCIATION 


r NHE transit industry today is con- 
fronted with the greatest task of 
its entire existence. In 1942, it 

will carry more passengers than ever 

before in its entire history. In 1943 

and 1944, the riding totals threaten to 

reach astronomical proportions. 

Today, the transit industry bears the 
grave responsibility of moving increas- 
ing thousands of war workers to and 
from their jobs, while at the same time 
expanding its normal transport facili- 
ties to carry those unnumbered mil- 
lions who can no longer drive their 
automobiles. 

In a few short months, the problems 
and thinking of the industry have been 
entirely reversed. While only recently 
we were tightening our belts to meet 
automobile competition, now we find 
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ourselves in exactly the opposite situa- 
tion. 

The automobile, which uses vital 
materials so lavishly, is now a luxury 
that the nation can no longer sustain. 
The country’s major sources of rub- 
ber have been shut off suddenly. Gaso- 
line rationing and shortages of auto- 
mobile repair parts are right on our 
doorstep. And yet, people must move 
about in cities if any degree of normal 
civilian activity is to be maintained. 


_ national transportation crisis 
is rapidly becoming more acute, 
and the transit industry is in the very 
center of it. The spotlight of public at- 
tention has been focused upon our in- 
dustry and its performance is now a 
matter of national concern. 
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AMERICAN TRANSIT MOVES THE MASSES 


In 1941, the transit industry car- 
ried 14,000,000,000 passengers. In 
1926, the best year in the industry’s 
history, 17,500,000,000 riders were 
carried. The American Transit Asso- 
ciation now predicts an 18,000,000,- 
000 passenger load for 1942, and a 
total of more than 20,000,000,000 
transit passengers for 1943. 

The dependence of the war effort 
upon transit service is strikingly illus- 
trated by the fact that the highest in- 
creases in transit riding have been reg- 
istered in centers of war activity. For 
example, transit traffic in Washington 
for the first four months of 1942 shows 
an 84 per cent increase over 1938; in 
Seattle the increase is 61 per cent; in 
Wilmington 79 per cent; and in San 
Diego 156 per cent. 

Even in cities without war indus- 
tries, traffic figures are rising by leaps 
and bounds each month. The totals will 
continue to grow as tires wear out and 
as more and more private autos are 
taken out of service. 

Will the transit industry be able to 
handle this vastly increased load which 
is now thrust upon it? 

The answer to the question is “‘yes,” 
provided first that the required number 
of new transit vehicles and maintenance 
materials can be obtained, and provided 
second that cities generally adopt the 
recommendations of the Office of De- 
fense Transportation for staggered 


working and school hours, fewer stops, 
improved traffic control for transit ve- 
hicles, and other remedial measures. 


AX regards new transit vehicles, the 
outlook is uncertain at the mo- 
ment. During the first five months of 
1942, bus manufacturers were able to 
produce about 5,000 motor busses. As 
of June lst, they had orders for ap- 
proximately 7,000 additional busses 
on their books. The demand for new 
street cars and trolley coaches is like- 
wise heavy. 

The Office of Defense Transporta- 
tion has recommended to the War Pro- 
duction Board that a total of 12,000 
city busses, 800 street cars, and 600 
trolley coaches be authorized for pro- 
duction during 1942. Although pro- 
duction has been going along during 
the first five months of 1942 at ap- 
proximately this rate under month-to- 
month authorizations from WPB, no 
approval has yet been given to the en- 
tire year’s allotment. These new ve- 
hicles are vitally needed if transit is to 
do its job. 

The second matter of concern to the 
industry is the question of staggered 
hours. Our peace-time system of liv- 
ing has created crowded rush hours of 
travel in the morning and evening in 
most of our cities. In war time, this 
condition represents an enormous eco- 
nomic waste, as many transit vehicles 
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strikingly illustrated by the fact that the highest increases in 
transit riding have been registered in centers of war activity. 
For example, transit traffic in Washington for the first four 
months of 1942 shows an 84 per cent increase over 1938; in 
Seattle the increase is 61 per cent; in Wilmington 79 per 
cent; and in San Diego 156 per cent.” 


99 JULY 16, 1942 


q “THE dependence of the war effort upon transit service is 
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which could otherwise be used to carry 
people lie idle in the barns and garages 
during all but a few hours of the en- 
tire twenty-four. By the simple ex- 
pedient of adjusting its hours of work 
and school, the nation can go a long 
way toward solving its local transport 
problem with the addition of a mini- 
mum number of new vehicles. 

The primary task before the nation 
is the winning of the war. All of our 
activities must be and are being di- 
rected toward that end. But we must 
also consider the fact that, when peace 
arrives, our transportation problems 
will not dissolve overnight. We shall 
face a long transition period before 
returning to normal. 


Kv after peace comes, the transit 
industry will be required to pro- 
vide an abnormally large volume of 
service until the automotive industry is 


reconverted and the production of 
automobiles, tires, and repair parts 
reaches normal proportions. 

Assume that by the most rigorous 


conservation we still have 15,000,000 
automobiles operating when the war 
ends, compared with 28,000,000 in 
1941, 

To reéquip these autos with new 
tires would require the full production 
of the tire factories for two years, even 
assuming that no new automobiles 
would be built during that time. This 
would require an immediately avail- 
able and adequate supply of crude or 
synthetic rubber. 

It is obvious, therefore, that we face 
a local transport problem which will 
last anywhere from three to five years, 
during which the utmost effort must 
be made to conserve what we have in 
the way of transportation facilities 
and to make it render the greatest pos- 
sible service of which American in- 
genuity is capable. 

The transit industry has pledged its 
utmost effort and devotion to the chal- 
lenging task that it faces. We believe 
that with reasonable public and gov- 
ernmental codperation the crisis that 
confronts us can be met successfully. 





Don’t Pass the Buck on WPB Restrictions 


\ 7PB has been getting a few complaints from trate utility cus- 

tomers, indicating that some utility personnel—admittedly a 
very small fraction—has been putting much of the blame for neces- 
sary restrictions on the broad shoulders of Uncle Sam. It is probably 
thoughtlessness or carelessness. Anyway, these customers have 
somehow gotten the impression that the utility has plenty of ma- 
terials available and a burning desire to give the customer anything 
he wants. It is prevented solely by an arbitrary prohibition clamped 
down by a mean old WPB which takes delight in making life miser- 
able for as many people as possible. 

Obviously, this is not so. Yet it would help out the WPB and do 
the utility no harm if the contact man would explain the real nature 
and purpose of government restrictions. When the customer under- 
stands, he will codperate cheerfully and respect his utility company 
for doing its patriotic duty. So don’t pass the buck, pleads WPB, 
unofficially, of course. If you have to blame somebody, blame Hitler, 
Hirohito, and the deuce spot. 
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Wire and Wireless 
Communication 


ONSTANT overburdening of tele- 
C phone facilities may necessitate a 
priority system on calls in order to 
lighten the load, James L. Fly, chairman 
of the Federal Communications Commis- 
sion, said on June 29th. A short time 
later the Senate confirmed the nomina- 
tion of Mr. Fly for reappointment to the 
FCC, 

Urging public codperation in making 
fewer calls, Mr. Fly said that the load 
on toll calls had jumped an average of 50 
per cent throughout the country since 
January, 1941, and an average of 78 per 
cent in the major cities. There was, he 
continued, an even greater increase in de- 
fense centers, the load going up 165 per 
cent in Washington and 245 per cent in 
Norfolk. In some smaller cities there 
were even higher increases. 

Because expansion of the system 
would require use of critical war ma- 
terials, Mr. Fly said that the FCC proba- 
bly would “take definite steps to lessen 
demands on the service.” He repeated his 
admonition of June 27th that excessive 
calls were continually delaying im- 
portant war messages. 

On June 27th the Board of War Com- 
munications, headed by Mr. Fly, asked 
government agencies and telephone com- 
panies to see that all nonwar calls be 
placed during “off-peak” hours. These 
periods the BWC defined as noon to 2 
P.M.,5 P.M, to7 Pp. M., and9 p. M. to9 
A. M. Telegraph messages and mails 
should be used wherever possible in lieu 
of telephone calls, Mr. Fly suggested. 


101 


N another step affecting communica- 

tions, the BWC recommended that 
the War Production Board stop con- 
struction or changes in transmitting fa- 
cilities or radio stations used for the agri- 
culture service, and in coastal, marine re- 
lay, and fixed public service, unless an 
essential military need or vital public 
service is involved. Like steps have been 
taken in connection with standard radio 
broadcasting facilities. 

At the same time the BWC exempted 
certain fixed public point-to-point radio- 
telegraph circuits from a closing order 
issued several weeks ago. 


x * *K * 


HERE was no indication of early ac- 

tion in the House of Representa- 
tives on the telegraph merger bill, recent- 
ly passed by the Senate. The House In- 
terstate and Foreign Commerce Com- 
mittee, to which the McFarland-White 
bill authorizing a merger of Postal Tele- 
graph and Western Union has been re- 
ferred, is presently busy with the Sand- 
ers bill to reorganize the FCC. Chairman 
Lea of the House body was reported to 
be attempting to close up hearings on the 
Sanders bill some time around July 15th, 
so that his committee could complete ac- 
tion on the bill by the end of the month. 
Under such circumstances, the House 
committee would be free to commence 
work on the McFarland-White bill 
around August Ist. It was not expected 
that the House committee would hold 
extended hearings, in view of the con- 
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siderable attention given the matter be- 
fore the Senate Interstate Commerce 
Committee. Washington observers be- 
lieve that unless some unexpected snag 
developed the House committee might 
possibly complete action on the bill in 
time for it to become a law before the 
end of the summer. No opposition was 
expected to develop on the floor of the 
House. 


se Oe ae 


_ War Production Board has ac- 
cepted the principle of an equip- 
ment pool for the broadcasting industry, 
James L. Fly, chairman of both the Fed- 
eral Communications Commission and 
the Board of War Communications, said 
recently. The BWC recommended such a 
pool to the WPB in May at the industry’s 
suggestion, 

Asked about the status of the request 
at a press conference, Mr. Fly said that 
it had been accepted in principle and that 
work was under way on details of inven- 
torying the supplies available for such 
pool. He said that there was a heavy 
turnover of parts in the radio industry 
and that if it were not for the backlog of 
equipment, only 27 per cent of the sta- 
tions would be operating at the end of a 
year. By cooperative distribution of sup- 
plies on hand, he said it was hoped to be 
able to maintain the industry in oper- 
ation. 


* * * x 


N arbitrator on June 29th decided a 
dispute at the Floyd Bennett air- 
field, Brooklyn, New York, in favor of 
the New York Telephone Company and 
its employees. The American Federation 
of Labor’s International Brotherhood of 
Electrical Workers had contended that 
certain work at the airfield should be 
done by its members. The controversy 
developed into a strike which affected 450 
workers. 
The arbitrator, Dr. Edwin E. Witte of 
the University of Wisconsin, ruled: 
The remainder of the work of placing 
cable in the main subways on the Floyd Ben- 


nett airfield shall be performed by the New 
York Telephone Company with its own em- 
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ployees. This includes both the pulling of 
telephone cable through the man holes on 
main subways and the burying of such cable 
in the ground in the part of the work con. 
templated to be done in that manner. 


The telephone company and the union 
made an agreement in 1917 concerning 
the allotment of work, but their inter- 
pretations of this agreement at the hear- 
ing were contradictory. The arbitrator 
said the project in dispute “differs in es. 
sential respects” from ordinary building 
projects. 

“The basic difference,” he said, “is 
that the present dispute involved work 
on a naval reservation vital to the na- 
tinal safety in time of war. There is no 
established custom in New York city 
which has given the work of placing 
cable in main subways within the proper- 
ty limits of multiple building projects to 
either the telephone company and its em- 
ployees, or to the members of Local 3 
[IBEW].” He stated further: 


In the absence of such a clear custom, the 
decision reached by the Navy Department al- 
lotting the work in question to the telephone 
company is controlling. It must be pre- 
sumed that the Navy Department in decid- 
ing to let the telephone company own the 
cable on the Floyd Bennett field and in 
directing it to install this cable did so with 
full knowledge that this meant that the com- 
pany would do this work with its own em- 
ployees. Whether its decision to this effect 
was wise or unwise is not for me to judge. 

This leads me to the conclusion that there 
is no valid reason for deciding this case ina 
way which would in effect nullify the deci- 
sion reached by the Navy Department. 


* * * X* 


PPOINTMENT of Charles F. Ketter- 
A ing, vice president of General 
Motors Corporation, as consultant to the 
radio and radar (detector equipment) 
branch of the War Production Board, 
was announced on June 26th by Donald 
M. Nelson, WPB chairman. 

Nelson made public part of a letter to 
Kettering in which he declared that the 
latter’s acceptance of the post “makes me 
increasingly confident that the job will be 
well done.” 

Nelson’s letter said the radio and radar 
program had assumed such “tremendous 
proportions that I feel it is now vitally 
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WIRE AND WIRELESS COMMUNICATION 


important to have someone of your out- 
sanding capacity and accomplishment in 
the scientific world, to whom we can turn 
from time to time in the difficult task of 
meeting the requirements of that pro- 
ram.” 

The radio and radar branch is charged 
with providing facilities for the produc- 
tion of radio communications, aircraft 
detectors, and signaling and fire-control 
equipment. 

-6¢ 2 


gaan entire Fifth Symphony 
recorded on a tiny drum of thread- 
like wire, no larger than a spool of cot- 
ton. The entire works of Shakespeare 
dramatized with sound effects on a reel 
no bigger than a home motion picture 
projection film. Such is the promise of a 
new device developed by Armour Re- 
search Foundation of the Illinois Insti- 
tute of Technology. 


The recorder, weighing only 40 


pounds, was recently demonstrated in 
Chicago where samples of radio pro- 
grams were recorded and played back 
with remarkable fidelity. The device 


operates through the use of a wire 
thread, no thicker than the human hair. 
This passes through a magnetic field set 
up by a small magnet, which corresponds 
to the cutting head of the ordinary 
phonograph recorder. There is no me- 
chanical change in the recorded wire, no 
grooves or notches, except that the mo- 
lecular quality has been changed by the 
magnet charges. 

The sound potential of the wire can be 
retained for years or it can be immedi- 
ately erased by passing the wire through 
a demagnetized coil, after which it can 
be used over and over again. 

Promotion of the device must await 
termination of the war. It is estimated 
that it can be produced in quantities to 
sell for around $50. Marvin Camras, 
twenty-six year old Armour Research 
staff member, was given chief credit for 
improving the fidelity of the recording 
device—the principle of which has been 
common technical knowledge for some 
years. The instrument has numerous ap- 
plications in radio and communications. 
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The only hitch, so far, seems to be 
mass production. Each spool of wire 
must be individually processed—mean- 
ing that multiple copies of the same re- 
cording can only be obtained either 
through playing back or through use of 
a battery of recorders. 

e+ ** 


HE Board of War Communications 

(whose name was recently changed 
from the Defense Communications 
Board) has issued an order directing 
telephone and telegraph companies to re- 
frain from abandoning service without 
notice to the Federal Communications 
Commission. Specifically, the order pro- 
hibits telephone companies, without 
necessary notice to the FCC, from aban- 
doning (1) any portion of a toll line 
either interstate or intrastate; (2) any 
local service in an exchange area; (3) 
any rural line which is the sole means of 
service to a community. Similar restric- 
tions are placed upon telegraph com- 
panies. 

The BWC order does not make any 
provision for FCC approval of proposed 
abandonments. It merely requires that 
notice shall be given to the FCC which, 
in turn, will notify communications au- 
thorities of the Army and Navy. 

+ 2-«@ * 


HE FCC has set August 19, 1942, at 

Chicago as the date and place for 
hearings on its recent show-cause order 
regarding the separation of telephone 
properties for purposes of interstate 
regulation. The order directs telephone 
companies to show cause why the report 
of a joint staff committee of the FCC and 
the National Association of Railroad and 
Utilities Commissioners should not be 
adopted. The gist of the show-cause 
order was outlined in Pusiic UTILITIES 
FoRTNIGHTLY, issue of July 2nd, page 
34. 

It was expected that E. F. McNaugh- 
ton, chairman of the staff committee, 
would appear on behalf of that agency 
and also as representative of the NARUC 
to support the adoption of the separation 
report. 
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Financial News 


Will SEC and Taxes Force 
Utilities into Public 
Ownership? 


ISTED below are the percentages of 
total generating capacity owned by 
private utilities as compared with mu- 
nicipal, government, etc., for various 
years, 

During the 1920’s the private utilities 
took over part of the generating capacity 
of the traction industries, thus increasing 
their share of total generating capacity ; 
but the proportion of municipal and gov- 
ernment ownership also increased one- 
half (from 4 to 6 per cent). During the 
next decade municipals continued to gain 
and Federal power jumped to 6 per cent, 
while private utilities dropped to 83 per 
cent, In 1941 Federal power continued 
to encroach on private utilities and this 
trend will probably continue over the 
next year or so as additional Federal 
projects are completed and distributing 
facilities are taken over by local authori- 
ties from private companies. 

The June 19th issue of the PUR Ex- 
ecutive Information Service describes 
the recent encroachments of public 
ownership, due to the governmental 
acquisitions of private utilities either by 
condemnation proceedings (as in the 
Pacific Northwest) or by negotiation (as 
in TVA, Nebraska, Texas, etc.). 


and 
Comment 


By OWEN ELY 


Purchase by a local authority involy- 
ing about $35,000,000-$40,000,000 is 
pending in Texas; the city of San An- 
tonio is fighting the authority—both 
want the property, a subsidiary of Amer- 
ican Light & Traction. 


HERE has been some feeling that the 

trend toward public ownership 
might be checked by adverse local votes 
(as in some sections of the Northwest, 
San Francisco, etc.), by congressional 
economy in voting funds, etc. While 
these trends may help to retard the move- 
ment, other factors are currently oper- 
ating to increase it ; namely, (1) the SEC 
pressure on holding companies to dis- 
pose of many of their properties, (2) 
the fact that municipalities and authori- 
ties can issue tax-free bonds and also 
avoid a heavy tax burden against earn- 
ings, and (3) that they can bond the 
properties up to 100 per cent, instead of 
50 per cent as frequently required (by 
SEC policy) of private utilities. 

Thus while most utility executives are 
probably opposed in principle to munici- 
pal ownership, they may find it desirable, 
in order to solve their own pressing prob- 
lems, to follow the line of least resist- 
ance. 

President Sawyer of. National Power 
& Light Company recently suggested 
through the press that officials of 
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Birmingham, Alabama, might wish to 
discuss with him the possibility of pur- 
chasing the company’s subsidiary, Bir- 
mingham Electric Company. Mr. Saw- 
yer disclosed that Commonwealth & 
Southern had made an offer for the 
Birmingham property but that it “was so 
inadequate that it did not merit serious 
consideration.” There is no indication as 
yet that the city is interested. (See also 
page 118.) 

Inthe Pacific Northwest public owner- 
ship recently received a temporary set- 
back when the joint Senate and House 
committee deferred further hearings on 
the Bone bill (to establish a huge au- 
thority) until mid-September. (See also 
page 111.) 


* 


Sources of Construction 
Expenditures 


r the accompanying chart are shown 
estimated sources of funds for utility 
construction programs, by years, for 
1921-1942. It is, of course, impossible 
to obtain exact data, since figures are not 
officially compiled on the basis presented ; 
however, it is believed that the chart pre- 
' a satisfactory picture of the general 
trend, 

The 1942 estimates are based on the 
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budgeted program for the year but this 
program is, of course, subject to what- 
ever restrictions are imposed by priori- 
ties, shortages, and changes of policy, 
and it is quite possible that the year’s 
total may be substantially smaller. 
During the first five months of the year 
flotations of “new money” securities for 
the utility industry (including, however, 
water and telephone companies), as com- 
piled by the Commercial & Financial 
Chronicle, were moderately above the 
figure for the corresponding period of 
last year; hence we have assumed that 
this year’s aggregate (for the electric in- 
dustry) might be somewhat larger than 
last year’s. Figures for the three years 
1940-1942 are as follows, in millions of 
dollars: 


1942 


1940 = 1941 
$97 
279 
216 


$592 


* Capital funds 
Depreciation 


2 
Income, surplus, etc. 268 


Total construction $620 


* Based on “new money” financing. 


The sizable amounts appropriated 
from income and surplus in recent years 
for property improvements represent 
money which would otherwise have been 
available for dividends on common 
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PUBLIC UTILITIES FORTNIGHTLY 


stocks. While in theory this is money 
“plowed back” for the future benefit of 
common stockholders, nevertheless the 
necessity of curtailing dividends to pro- 
vide for betterments helps to explain the 
present low prices for utility equities. 
While the industry may be piling up hid- 
den equities for stockholders, current 
dividend rates play an important rdle in 
stock market prices, and these prices are 
a determinant in stock financing. Hence, 
depriving stockholders of dividends 
helps to keep stock values at low levels, 
and this in turn may prevent raising of 
capital funds through issuance of addi- 
tional stock—a desirable policy if capital 
ratios are to be kept on a conservative 
basis. In effect, stockholders are being 
forced to reinvest potential dividends, in- 
stead of obtaining capital funds from old 
or new stockholders. The present trend 
is an unhealthy one since it tends to 
“freeze” the present common stock in- 
vestment in the utility industry. 


¥ 


Can Telephone Maintain Its $9 
Dividend Rate? 

loves American Telephone and Tele- 

graph dividend situation has weak- 

ened somewhat since the rather optimis- 

tic analysis which appeared in this de- 


partment in the January 29th issue 
(pages 166-8). The stock, after declin- 
ing to 101}, recovered to around 120 but 
has now lost about half this recovery be- 
cause of further dividend cuts by sub- 
sidiaries. The latest companies taking 
nibbles out of the parent company’s in- 
come were Northwestern Bell, which 
dropped its quarterly dividend rate from 
$1.25 to 75 cents; Bell of Pennsylvania, 
from $2 to $1.75; and Diamond State 
from 50 cents to 42} cents. Previously 
the New England subsidiary had dropped 
from $1.75 to $1.50, Illinois from $2 to 
$1.75, and (most important of all) West- 
ern Electric had halved its 50-cent pay- 
ment. ; 

Thus far this year Telephone has lost 
only about 14 cents a share on its own 
stock due to the cuts, but of course sec- 
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ond-half losses will be larger. The next 
dividend meeting is in mid-August. B 

that time the House tax bill may be far 
enough advanced toward final passage to 
permit directors to gauge its effects on 
1942 earnings more accurately. While the 
bill drafted by the House committee js 
less unfavorable for the utility industry 
as a whole than the Morgenthau pro- 
posals, nevertheless companies of the size 
of American Telephone may naturally be 
adversely affected by the 94 per cent ex- 
cess profits rate, even though nonconsoli- 
dated returns might permit the system to 
avoid the worst effects of decreased ex- 
emptions under the invested capital base. 


een might curtail maintenance 
expenditures of the Bell system, thus 
increasing net earnings automatically, 
though it is possible that special reserves 
might be set up or additional depreci- 
ation charged. Since about one-third of 
gross has in the past been devoted to de- 
preciation and maintenance, some cut in 
the accrued ratio of these two items to 
gross revenues would seem feasible. 

The latest system figures are for the 
three months ended February 28th when 
$2.66 was earned compared with $2.74 
last year. Mr. Gifford at that time ex- 
plained that if the Morgenthau proposals 
had been applied to these earnings only 
about $1.66 would have been earned (or 
for the twelve months ended February 
28th about $6.36). 

In the parent company statement for 
the four months ended April 30th, reve- 
nues (largely from long-distance toll 
messages) increased about 27 per cent. 
The combined depreciation-maintenance 
ratio (parent company properties only) 
dropped from 26.8 per cent (for the 1941 
period) to 24.5 per cent. Thus, despite 
a 75 per cent increase in accrued oper- 
ating taxes, $2.61 was earned compared 
to $2.63 last year. Since taxes in April 
were about 107 per cent over last year 
compared with a gain of 77 per cent in 
February, it appeared likely that higher 
tax rates were being accrued than at the 
time Mr. Gifford’s statement was made. 
Hence these figures appear more favor- 
able than the February statement. 
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Summarizing, while financial fore- 
casting remains a dismal science, in this 
commentator’s opinion there is still some 
hope for continuation of the $9 dividend 


rate. 
> 


United Gas Corporation 


(Ninth article in a series of brief de- 
scriptions of natural gas companies) 


n1TeD Gas Corporation’s annual re- 
U port for 1941 presents some inter- 
esting new sidelights on the company and 


the industry and is embellished with nu- 
merous pictures illustrating the indus- 
trial uses of natural gas. 

The consolidated income statement 
might well be taken as a model for other 
holding company reports. It presents in 
a 12-column table the income account for 
each subsidiary (with a breakdown of 
revenues and deductions), with addi- 
tional figures for “combined totals,” 
“eliminations and adjustments,” and 
“consolidated totals.” System earnings 
figures for the last quarter of 1941 and 
1940 are included (a detail not always 
made available in utility reports). The 





UNITED CAS CORPORATION 
Incorporated in Delaware 


Owned by 





Electric Power 
& Light Corporati 


Electric Bond jouston Gas 
ios and Share Company Securities Company 





6% Debentures, United Gas Public 
ice Company, due 7-153 

Twenty-Year 6% Gold Debentures, 
United Gas Public Service Co 
due 3-152 

6% Demand Note 

Account Payable (6%) 

$7 Preferred Stock—No Par Value 

$7 fi jtock—No 
Par Value 

Common Stock—$1 Per Value 

Option Warrants equivalent to 





$25,000,000 $3,850,000 


$25,925,000 - 

$ 2,000,000 . " 
17,310 shs censnvsncone 432,512 she 

152,666 she « - 3,271,207 she 

151,005 she — 1,113,922 she 














UNITED GAS PIPE LINE COMP. 
Incorporated in Delaware 
Owned by 
¢ Total Unived Gas 
— Se 
6% Debentures—due 3-1-52 $23,000,000 $23,000,000 
Capital Stock—No Par Value 100,000 shs 100,000 shs 
Other Long-Term Debt: 
Bank Loan due 12.3045 $800,000.00° 
Contractual Obligations $202,602.88f 


*Payable by semi-anoual installments. 
tCarrently maturing $100,000. 
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HOUSTON GULF GAS COMPANY 
lncorporated in Delaware 
Owned by 
Total United Gas 

Ovistanding _Pipe Line Company 
Bank Loan due 8294S $4,800,000° 
7% Income Note, due 1-145 $1,300,000 
1% Pid Stock, Series A 8,060 shs 
‘1% Pld Stock, Series B 15,000 shs 15,000 shs 
Common Stock, No Par Value $16,828 shs 516,826 she 


"Payable by semiannual installments. 








DUVAL TEXAS SULPHUR COMPANY 
Incorporated in Texas 


Total United Gas 
Outstanding Corporation Public 
Capital Stock—No Par Value 500.000 shs 373,557 shs 126,443 she 











THIRTEEN (13) SUBSIDIARIES FOR THE PURPOSE OF PROTECTING 
CORPORATE NAMES 


100% owned by United Gas Corporation 
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UNION PRODUCING COMPANY 
Incorporated in Delaware 
Owned by 
Total United Gas 

Outstanding Corporation 
6% Debentures—due 3-152 $40,000,000 $40,000,000 
Capital Stock—No Par Value 50,000 shs 50,000 sha 
Other Long-Term Debt: 

Contractual Obligations $211,324.02* $211,324.02° 

*Currently maturing $30,111.11. 








UNITED OIL PIPE LINE COMPANY 
Incorporated in Delaware 
Owned by 
Total United Gas 
Outstanding Corporation 
6% Note—due 11-141 $175,000 $175,000 
Capital Stock—No Par Value 5,000 chs $,000 shs 








COMPANIA MEXICANA DE GAS, S. A. 
Incorporated in Mexico 





Owned b; 
Total United Cas 
Ontetanding Corperstion 
10% Income Demand Note $200,000 $200,000 
Capital Stock—Par Value 100 Pesos 25,500 shs 29,494 she 
* Qualifying shares in the names of the Directors and Comisario. 








HOUSTON GAS SECURITIES COMPANY 


Incorporated in Delaware 
Owned by 





E 
Total United Gas 
Ovtstanding Corporation 


$3,900,000 
Capital Stock—No Par Value 45,850 shs 


$% Collateral Trust Gold 
Bonds due 3-152 
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system chart (reproduced on the preced- 
ing page) shows the capitalization of 
each company and the amount of each 
security owned by the holding company 
and by the public. 

Comprehensive statistics are presented 
for both natural gas and crude oil prop- 
erties, and the report includes a list of 
communities served and a detailed de- 
scription of “business and property,” ar- 
ranged by functions and by companies. 

United Gas Corporation controls one 
of the largest natural gas systems, with 
total system assets of about $309,000,000 
and annual revenues of nearly $49,000,- 
000. Natural gas accounted for about 75 
per cent of last year’s revenues, crude oil 
18 per cent, sulphur 6 per cent (obtained 
through control of Duval Texas Sulphur 
Company), and gasoline 1 per cent. 

Operations include the production, 
transportation, and retail distribution of 
natural gas. The system serves parts of 
Texas, Louisiana, and Mississippi and 


ES FORTNIGHTLY 


also extends to Mobile (Alabama), 
Pensacola (Florida), and Monterey 
(Mexico). 


s indicated in the accompanying 

table, which reflects the record of 

the $7 first preferred stock, earnings in 

1941 showed a substantial gain over 
1940. 

While warm weather in early 194] 
curtailed residential and commercial use 
of gas, this was more than offset by in- 
creased industrial sales, traceable direct- 
ly or indirectly to the war effort, includ- 
ing the extension of service to new Army 
posts and naval stations. 

In the first quarter of 1942 sales 
gained 15 per cent over last year and oil 
deliveries increased sharply (due to 
heavy production in the Tinsley field in 
Mississippi, discovered about a year 
ago). 

Consolidated net income gained as 
follows (000 omitted) : 
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UNITED GAS $7 PREFERRED STOCK 


Earned 
Per ‘Share 


e 


Percentage 
Increase 
38% 


1942 
.. $7,107 

February.. 7,366 4,576 60% 

March ... 7,146 4,693 52% 

For the twelve months ended March 
31st consolidated net earnings amounted 
to $15.89 a share on the first preferred 
stock compared with $10.43 in the pre- 
vious period, a gain of over 50 per cent ; 
“company only” earnings were $12.10, 
compared with $8.11. 

The company has continued its policy 
in recent years of paying the regular $7 
dividend on the first preferred stock, plus 
$2 extra per annum. Arrears now 
amount to about $19.13 on the first pre- 
ferred. 

Last year the company registered with 
the SEC $75,000,000 bonds, which it ar- 
ranged to sell to fourteen insurance com- 
panies. The proposed financing was part 
of a broad program designed to stream- 
line the company’s capitalization, and re- 
adjust its debts to Electric Bond and 
Share. After the sale contracts had been 
extended several times, the financing had 
to be temporarily abandoned due to the 
failure of the SEC to approve the pro- 
gram as a whole. A final promising at- 
tempt to work out a compromise with the 
SEC had to be abandoned because of, it 


1941 


January $5,182 


Dividends 
Paid 
$9 

9 

8. 

yi 

7.00 
3.50 
Nil 
Nil 
0.25 

6.124 


Price Range 
High 
123 
1134 
94 
100 


124 
1203 
84 


454 
45 
55 


00 
00 
00 
00 


was reported, threatened litigation by a 
stockholder of Electric Bond and Share. 


N June 19th the appellate division of 
New York Supreme Court re- 
versed a supreme court ruling and dis- 
missed a suit against Electric Bond and 
Share Company and directors of United 
Gas Corporation, brought by a common 
stockholder of United Gas, charging mis- 
use of United Gas assets through pay- 
ment of $18,000,000 accumulated pre- 
ferred dividends instead of using the 
funds to pay off part of a $28,000,000 
loan made by Electric Bond and Share to 
United Gas. 

The preferred stock, which advanced 
early this year to 1263 on expectations 
that holders might receive about $130 
(the call price of $110 plus arrears), de- 
clined to 943 when the financing plan met 
with obstacles, and is currently around 
107% on the Curb. 

The company’s second preferred stock 
is entirely owned by Electric Power & 
Light. Of the 7,108,959 shares of com- 
mon stock, about 48 per cent is owned by 
Electric Power & Light, 10 per cent by 
Electric Bond and Share, and 42 per cent 
by the public; it is currently quoted 
around #. 





“. ... im the days ahead, no on 
EFFORT, but only in our production.” 


e is going to be interested in our 


J. S. KNowtson, 


Director of Industry Operation, War Production Board. 
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What Others Think 


War Poses Engineering Problems for 
Electric Manufacturers 


MERICA’s war effort has pushed the to teach it that it was only a beginner 

production of the electric manu- in the practice of the skill for which it 

facturing industry to an all-time record seemingly has a God-given aptitude— 
high, it was reported by David C. Prince, mass production.” 


president of the American Institute of 


He said one has to get out and visit 


Electrical Engineers and vice president the General Electrics, the Westing- 
of General Electric Company, on the eve houses, the Boeings, the Willow Runs, 
of the institute’s fifty-eighth annual sum- the Warner & Swaseys, and the ship- 
mer convention which opened in Chi- yards to see the miracle of mass produc- 
cago on June 22nd. He said: tion that is going on. Mr. Lang stated: 


American engineers, especially electrical 
engineers, today have the gravest responsi- 
bility in history. They must help win the 
war. ... The margin of victory may be the 
fact that the United States alone has more 
electrical power for translation into weapons 
than all the Axis nations and their vassal 
states. Electrical engineers are seeing to it 
that this superiority not only is maintained, 
but increased. 

Besides powering all war production, the 
electrical manufacturers and their engineers 
are producing the greatest variety of mili- 
tary devices to come from any one industry. 
Some communication and detecting devices 
are fantastic in their complexity. 

This war is requiring a new and advanced 
type of engineering. ... All of this activity 
places a greater burden than ever before on 
the electrical engineers required to design 
and direct the manufacture of these com- 
plicated devices. 

Most of our effort today is devoted to 
winning the war. But the electrical industry 
also is giving thought to the problem of win- 
ning peace. We know that there is no limit 
to the extent by which production can be 
increased provided we continue to use more 
and more electric power and let it do the 
work for us. 


a problem of mass production of 
such intricate items as electric tur- 
bines has resulted in new chapters being 
written in American industrial history. 
Discussing this phase of the subject, an- 
other General Electric vice president, 
Chester H. Lang, told the Edison Elec- 
tric Institute meeting in New York city 
on June 11th that it took “cold, clammy 
fear striking at the heart of the nation 
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Most other nations, even before the war, 
envied our ability to mass produce at low 
cost (despite high wages) canned soups, 
automobiles, electric kitchens, and kiddie 
cars, but now, in our desperate plight, we 
have learned that we can extend our mass 
production methods to tanks, locomotives, 
flying fortresses, ships, and finally to that 
Great Individualist of the machine age— 
the steam turbine. 

One factor that has made mass production 
of heavy, heretofore tailor-made, apparatus 
possible has been concentration on a few 
standard ratings—standardization unwilling. 
ly accepted under the stinging lash of time. 

Naively almost, we have been astounded 
at the savings in time and cost that have re- 
sulted. We built a shiny new plant some- 
where west of the Alleghenies with a capac- 
ity to produce nine 30,000-horsepower ship- 
propulsion turbines a month. We whistled 
bravely, knocked on wood, and kept our 
fingers crossed because at Schenectady where 
we've always built large turbines—practical- 
ly no two of them alike—we have never 
averaged more than 3 or 4 units of com- 
parable size per month. 

Are we going to meet that seemingly blue- 
sky schedule of 9 units: per month? No, 
we're going to exceed it by producing at 
least 15—thanks to duplicate manufacture of 
a standardized design. This may seem like 
the last place to divulge costs, but inevitably 
such a program yields appreciably lower 
costs, despite high starting expenses and the 
inefficiencies that must be accepted under 
rapid acceleration. As taxpayers you will 
benefit by lower prices to the Navy. The 
same experience is being encountered in our 
production of other highly technical war ma- 
terials and I haven’t the slightest doubt but 
that this is true throughout the electrical 
manufacturing industry. Again as General 
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Knudsen said, “We didn’t know our own 
strength.” 


NOTHER thing we have learned, ac- 
A cording to Mr. Lang, is that stand- 
ardization puts no ceiling on develop- 
ment. Conversely, richer dividends and 
higher standards of quality and perform- 
ance can be expected, “because of the 
ability to concentrate engineering talent 
on designs that offer the greatest poten- 
tialities for progress.” But what about 
peace-time production? 

Mr. Lang thinks that if we can make 
such saving by war production we can 
do the same after the war is over. He 
made the following statement to the Edi- 
son Electric Institute: 


As an industry, you make the most stand- 
ardized product in the world—the kilowatt 
hour. And as an industry, you have alertly 
furthered the advancement of standards— 
meters, distribution transformers, lamps, 
etc. But shouldn’t you, and we, in the light 
of what we are now learning, vigorously ex- 
plore the possibilities of extending this stand- 
ardization to heavy apparatus? 

All wars teach lessons and advance tech- 
nology—at great cost, to be sure. We shall 
have failed in our duty if we do not make 
the most of the helpful lessons this one is 
teaching us. To us in this industry one lesson 
can be this: That there is no obstacle other 
than habit or tradition that stands in either 
your way or ours to block the extension of 
standardized manufacture, with all of its 
resulting advantages, to the substation, the 
transmission system—yes, even to the gen- 
erating station, and in the broader sense to 
the cost of supplying electricity. 





Ickes versus Robinson Debate Features 


Bone Bill 


c ONFLICTING views were expressed on 

the proposed Bone bill to set up a 
Columbia Power Authority to acquire 
all private power properties in Oregon 
and Washington and resell them to pub- 
lic power bodies in combination with 
Bonneville and Grand Coulee operations. 
These opinions were presented to the 
joint subcommittee of the Senate Com- 
mittee on Commerce and the House 
Committee on Rivers and Harbors. Hear- 
ings were held in Washington on June 
19th and 20th. 

Opposed to the bill was Kinsey M. 
Robinson, president of the Washington 
Water Power Company of Spokane. 
Proponent of the bill was Secretary of 
Interior Ickes, who declared that Grand 
Coulee and Bonneville dams would be- 
come a “monument of governmental 
stupidity” unless power generated by the 
huge projects was distributed through 
public agencies. 

Under terms of the bill introduced by 
Senator Bone of Washington, as inter- 
preted by Mr. Robinson, the Federal 
government not only would be empow- 
ered to take over power companies in 
the states of Washington and Oregon, 
but might even take over the Utah Power 


Hearings 


& Light Company, the Montana Power 
Company, and the Idaho Power Com- 
pany—all of which are now being inter- 
connected and operated as a single sys- 
tem. This interpretation was not chal- 
lenged by Senator Bone, who was pres- 
ent. 


.. that the Bone bill is not 
an emergency war measure, as pre- 
tended, Mr. Robinson said its enact- 
ment “would not add one kilowatt hour 
to the war effort, would not make possi- 
ble the production of one more airplane, 
or add another ounce of aluminum or 
magnesium, copper, or zinc than can be 
produced under the codrdinated opera- 
tion now in operation in the Bonneville- 
Grand Coulee area.” 

Mr. Robinson said the bill authorized 
a new method of condemnation which 
leaves the private power company at the 
mercy of the Columbia Power Admin- 
istrator. He declared: 

The Federal condemnation procedure con- 
templated in this bill is nothing less than a 
firing squad method of seizure. Under it the 
administrator could start condemnation pro- 
ceedings, file his appraisal of the property, 
and secure a decree of taking. Immediately 
title would vest in the government, even the 
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books, accounts, and employees of the com- 
pany. Later, when the company went into 
court to secure a fair valuation on its prop- 
erty, the government would have all the com- 
pany’s evidence. 

It is a long step towards complete nation- 
alization of American business enterprise 
should the government make use of this 
power of condemnation to take a going con- 
cern, such as ours, with the avowed purpose 
of keeping the physical property of the com- 
pany in the same kind of service it has been 
devoted to previously. 


The bill is so drawn, he showed, that 
the government could wreck a company 
by condemning only its vital links, or by 
taking its transmission lines, leaving only 
the generating plants with no means of 
gettting their power to market. More- 
over, once he gets the property, the ad- 
ministrator can fix the retail price of 
power, and there is no appeal from his 
decision. 


M* Robinson declared there was no 
question the government, in tak- 
ing his company, could take its lines, 
which now serve most of north Idaho, 
along with its Washington properties, 
and added: 


The Washington Water Power Company, 
the Montana Power Company, the Utah 
Power & Light Company, and the Idaho 
Power Company, serving areas outside the 
boundaries of Washington and Oregon, are 
now operated as an integrated, interconnected 
system having quite large storage reservoirs 
and backbone transmission systems for the 
transfer of substantial quantities of power 
from one point to another throughout the 
entire area. 

If it were true that the government needed 
this legislation to secure unified control over 
the generation and transmission of power in 
the area, then they can well say tomorrow 
that they need the Montana-Utah-Idaho 
companies as a part of their system so that 
full utilization of reservoirs could be made. 


The power company executive said 
that 90 per cent of the revenue of his 
company and over 81 per cent of its 
population were in areas where public 
ownership had been defeated or where 
no elections had been held. 

He also said the city of Spokane, 
served by his company, used two and a 
half times as much electricity as the aver- 
age for the country and paid for it nearly 
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25 per cent less than the average rate of 
similar service in the Tennessee Valley 
Authority region. 

Senator Bone, Democrat of Washing. 
ton, co-author of the bills, asked how the 
Spokane rate compared with that in Ta- 
coma, which has publicly owned power, 
Robinson replied that Tacoma’s rate was 
1.2 cents a kilowatt hours compared with 
1.5 cents in Spokane, but he added Ta- 
coma was particularly benefited by ample 
water supply. He observed, however, that 
Spokane’s rate of growth had been great- 
er than Tacoma’s. 


_— assailed a Federal condem- 
nation provision in the bills under 
which, he explained, a public power 
agency could take over property of a pri- 
vate company by filing a declaration of 
intent in Federal court and deposit 
with the court funds to cover an ap- 
praised value of the property. Robinson 
asserted : 

Under this proposal the administrator 
would only have to decide that he wanted a 
particular electric company out of business 
and he could start condemnation proceedings 
even though a large majority of the people 
in the area were not interested in purchasing 
the distribution system from him. 

_Even though Spokane did not want mu- 
nicipal ownership, the properties could be 
sold to the Spokane county public utility dis- 
trict, an REA cooperative, or a new type 
of codperative or nonprofit corporation that 
might be formed by a few job-hungry power 
politicians. 

The properties of one city could be sold 
to another, rural areas put under city con- 
trol or vice versa, all in the sole discretion 
of the administration without let or hind- 
rance of the wishes of the people. 


On June 19th, the day after Mr. 
Robinson’s testimony, Secretary Ickes 
appeared before the subcommittee, to- 
gether with Bonneville Administrator 
Paul J. Raver, who also gave brief testi- 
mony. Ickes said private power compa- 
nies fought the building of Bonneville 
and Grand Coulee, but were “friendly” 
now and trying to share in the benefits 
through distribution of the power 
through their systems. 

“They say why not turn over the 
power to us to make a profit,” Ickes de- 
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Courtesy, The New Yorker 


PIPE SHORTAGE IS CREATING A FEW OPERATING PROBLEMS FOR THE 
CITY WATERWORKS 


clared. “I would rather that the dams 
never be built than to become a monu- 
ment to governmental stupidity.” 

The Interior Secretary said acquisition 
of the private power companies by a pub- 
lic authority was “inevitable.” He said 
Bonneville and Grand Coulee were the 
result of “dreams” of the Northwest and 
“they now dream and work so that peo- 
ple, and not just a few private companies, 
may share the full benefits of these de- 
velopments.” Mr. Ickes stated: 


They got Bonneville and Grand Coulee 
built, and I think it is inevitable that they 
will purchase the privately owned distribu- 
tion facilities. 

They may have to do it the bruising, ex- 
pensive, wasteful way of individual con- 
demnation suits and a multitude of hard, un- 
gentlemanly fights. 
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Or if the Federal government will help 
them and itself, they will accomplish their 
objective in the clear-cut, economical way 
provided by this bill. But they will do it 
one way or the other. 


A= by Chairman Overton, Demo- 
crat of Louisiana, to comment on 
charges that public acquisition of the 
private utilities would be a step toward 
socialism, Ickes replied that holding com- 
panies had “pointed the way” to social- 
ism in the power industry. “Only the gov- 
ernment is strong enough to cope with 
these monopolistic enterprises,” he as- 
serted. “The government is in the driver’s 
seat now. You can call it socialism if 
you want to.” 

Ickes said there never would have 
been any need for public power if the 
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power companies had kept out of politics. 
“They are penitent now, but it is a case 
of repentance coming too late.” 

Representative Dondero, Republican 
of Michigan, a committee member, asked 
Ickes if the power theory for the Pacific 
Northwest applied to all natural re- 
sources. 

“Not by any means,” the Secretary 
replied. 

Dondero further asked if the govern- 
ment was not partly responsible for faults 
of private power companies by permit- 
ting existence of the faults. 

“The fault lies on both sides,” Ickes 
replied. “The government should have 
stepped in before it did.” 

“Don’t state commissions regulate 
tates?’ Dondero asked. 

“Well, the commission in my own state 
of Illinois isn’t worth that,” Ickes re- 
sponded, snapping his fingers. 

Senator Burton, Republican of Ohio, 
asked Ickes what he thought of a 3-man 
board for the proposed administration 
instead of a single administrator as pro- 
vided in the bill. 

“If you have a job, an administrative 
job to do, you need one man,” the Secre- 
tary said. “I don’t favor a debating so- 
ciety when it comes to administration. In 
a board, you have one strong man who 
dominates. TVA has an example. They 
had a row, a terrific row. If you want 
three men at $10,000, why not give one 
man $30,000? It’s a $30,000 job.” 

Ickes said a board would “put the 
whole thing in politics.” 


SKED if the legislation would not in- 
terfere with free enterprise, Ickes 
said he wished the power companies were 
as “interested in free government as free 
enterprise.” He said the Northwest pub- 
lic power proposal “does not establish 
new policy, nor does it prescribe a Fed- 
eral program at all, in the usual sense. 
It merely provides a means for carrying 
out a policy which was conceived, born, 
and brought to full life in the Pacific 
Northwest.” 

He said the bill provided for eco- 
nomical “transition from private to pub- 
lic ownership” of power distribution 
systems in Oregon and Washington. 
Financing, he said, would be “on a pay- 
as-you-go” basis, without burdening the 
Federal Treasury. The administration 
would be authorized to issue revenue 
bonds, to be amortized in forty years, to 
acquire the eight companies involved. 

Ickes also said the legislation pro- 
vided an “orderly means” for repaying 
the Federal government’s investment in 
Bonneville and Grand Coulee. He ex- 
plained, however, power would be called 
upon only to pay the proportionate share 
of the cost to power, except for a small 
subsidy for irrigation benefits. 

Incidentally, on June 19th from Seat- 
tle, Washington, came an Associated 
Press dispatch quoting President Frank 
McLaughlin to the effect that a public 
agency seeking to buy Puget Sound 
Power & Light Company, largest Pacific 
Northwest utility, should pay approxi- 
mately $158,510,000. 





Teach the Boss Telephone Manners? 


MPLOYEES, as a rule, have better and 

more efficient telephone manners 
than employers, Frank Craddock, chief 
of the training section, Connecticut Un- 
employment Compensation Department, 
said recently. 

Basing his statements on a recent sur- 
vey conducted personally within his own 
department and in other state divisions, 
Mr. Craddock said that “clarity, cour- 
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tesy, and tact in telephone handling” is 
not always part of the employer’s make- 
up. On the basis of his study, Mr. Crad- 
dock has issued a manual of instructions 
on the use of the telephone, and urges 
that, “as a general efficiency effort,” all 
telephone users, private, public, and com- 
mercial, review their “telephone man- 
ners.” 

“The telephone,” Mr. Craddock 
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“WHICH ONE OF YOU HUNG UP ON ME?” 


pointed out, “has become an integral part 
in the war effort. Just as there are short- 
ages of gasoline, sugar, and automobile 
tires, so there is a shortage of time.” As- 
serting that the telephone is a great time- 
saver, “if used correctly and efficiently,” 
Mr. Craddock referred to the telephone 
as a “war industry in itself.” 

“Let it be said,” Mr. Craddock as- 
serted, “that secretarial training is ap- 
parently good training in telephone cour- 
tesy, for secretaries are invariably su- 
perior to their superiors in their method 


of response.” 
{ 


OINTING out that the telephone “dis- 
tinctly, or in some cases, indistinctly, 
reflects the user’s personality,” Mr. 
Craddock said that the telephone should 
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be considered as a useful tool and used 
accordingly. Among the faults Mr. 
Craddock has found with telephone us- 
ers are reluctance to answer promptly, 
indistinct diction, obvious boredom, pre- 
occupation or disinterestedness, use of 
slang and clichés, and unwarranted 
curtness. 

“Thoughtlessness rather than deliber- 
ate ill-temper or discourtesy,” Mr, Crad- 
dock said, “is unquestionably at the root 
of most misuse of the telephone.” Citing 
a specific instance experienced by him- 
self while conducting his survey, Mr. 
Craddock said: 

I called up a person, the head of a depart- 
ment. After waiting patiently while the 
phone rang on the other side of the wire, 


a drawling, disinterested voice said, “hello” 
and then continued, sotto voce, another 
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conversation with an office associate. This 
conversation was continued for several sec- 
onds before the business of the call could 
be transacted. 


During his survey, Mr. Craddock 
found that first impressions were “de- 
cidedly discouraging,” since almost 50 
per cent of the responses were the am- 
biguous “hello.” This form of telephonic 
greeting, he added, leaves the caller no- 
where and forces him to inquire whether 
he has reached the proper telephone con- 
nection, resulting in a waste of time. 

Mr. Craddock suggested that for the 
duration of the national emergency at 
least, telephone users identify themselves 


as promptly as possible and get to the 
business in hand. 

Asserting that the telephone can either 
be “soothing syrup or dynamite, depend- 
ing on how it is used,” Mr. Craddock ap- 
pealed to all state department employees 
and employers, as well as all other users 
of the telephone, to use discretion in their 
dealings with other people on the tele- 
phone, and to waste as little time as pos- 
sible in making inquiries and responses 
clear. “With telephone wires crowded 
nowadays as never before with important 
and vital messages, it is no more than pa- 
triotic to treat the facility with respect 
and courtesy,” Mr. Craddock said. 





A Technique for Training Employees 


AST year about this time the McGraw- 
Hill Book Company released a book 
entitled “How to Supervise People,” by 
Alfred M. Cooper, well known for his 
work as educational director of the Los 
Angeles Department of Water and 
Power and various private industries. 
(Mr. Cooper has also written extensive- 
ly on matters of industrial relations for 
numerous publications, including this 
magazine. ) 

This 1941 volume, aside from certain 
chapters dealing with the technique of 
hiring employees, laid principal stress on 
the duty of the boss. Now comes a com- 
panion volume, also published by Mc- 
Graw-Hill, dealing with the technique of 
training the employee or, in other words, 
outlining the duty of the employee under 
an effective system of supervision. Mr. 
Cooper believes that systematic em- 
ployee training will produce better re- 
sults than haphazard improvisations, or 
no method at all. Further, he claims that 
original, tested methods outlined in his 
volume will be more effective than older 
training procedure. 

Mr. Cooper is a special advocate of the 
“rehearsed conference method.” The 


book furnishes complete course outline, 
lessons, plans, standard practice material, 
and detailed directions for the installa- 
tion and operation of any type of em- 
ployee training applicable to any kind of 
business. All forms of vestibule appren- 
ticeship and operating training are 
treated—especially timely in this emer- 
gency period of man power shortage. 

As an appendix, Mr. Cooper’s book 
carries some rather original and exten- 
sive practice material for conference 
leaders and for holding conferences. In- 
deed, the appendix with the index takes 
up nearly a third of the book. 

In his plan for “the first conference” 
on the subject of public relations train- 
ing, the author tells what should be dis- 
cussed and how it should be discussed 
for every hour of the meeting. There are 
suggestions for “assignments,” “dram- 
atization,’ and so forth. All of this 
should make the book a handy addition 
to the literary tool kit of any official 
whose duties bring him into contact with 
any phase of employee training. 
EMPLOYEE TRAINING. By Alfred M. Cooper. 


McGraw-Hill Book Company, Inc., New 
York, N. Y. 1942, Price $2.50, 311 pp. 
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The March of 
Events 


Krug Fears Water Shortage 


A. Kruc, head of the War Production 

- Board’s power branch, warned last month 
that many American cities may experience a 
shortage of water before the war ends. The 
reason, he said, would be that war industries 
must have first call on critical materials 
needed for maintenance of water plants. 

Krug discussed war-time problems of the 
water supply industry at the closing session 
of the American Water Works Association’s 
annual meeting in Chicago, Illincis. He dis- 
closed for the first time two new WPB regu- 
lations affecting the water industry which 
would become effective July Ist. 

One new ruling prohibits construction of ex- 
tensions to any new customer, except where 
the premises already are piped or the founda- 
tion started by July Ist. The exception is de- 
fense housing projects. The other gives utili- 
ties an A-1-c rating on emergency repair items, 
compared with ratings of A-2 and A-5 avail- 
able to utilities under present priorities orders. 

Elaborating on his remarks in an interview 
following his talk, Krug said that where water 
shortages develop voluntary restrictions will 
be tried first, but if local conservation attempts 
fail the WPB had adequate authority to order 
certain uses of water eliminated or curtailed. 

So far, he told reporters, the WPB had had 
no occasion to use this authority. Shortages 
have developed in areas of rapid war-time 
population expansion, but the affected cities 
have successfully dealt with the problems 
through voluntary curtailments. Norfolk, Vir- 
ginia, for example, has a “rather serious prob- 
lem,” as has San Diego, California, he said. 

The nation’s water systems, Krug said in 
his address, are as efficient and economical as 
the world has ever seen. That is basic com- 
mon sense, he continued, in normal times, but 
now the basic question is one of economy of 
materials. 

“You must redesign your equipment to keep 
uses of critical materials at a minimum,” he 
asserted, “Certainly that means cutting off new 
lines where reduction in use can solve the prob- 
lem. You are justified in taking chances with 
your water system, because these critical ma- 
terials are worth five or ten times as much 
- the war effort now as they will be worth 
ater.” 

Krug said that in many cases where water 
shortages develop a “really effective job of 
curtailing use will meet the situation.” He 
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urged water company officials to study the 
needs and use of water in defense plants, and 
show executives of these plants how to save 
water through more efficient use. To illustrate, 
he said it has been found that test cells in air- 
craft engine plants can turn back almost as 
much power as they use. 

Extension of utility services, including elec- 
tricity, gas, and water, to war housing projects 
will be expedited under a new procedure an- 
nounced on June 23rd by the War Production 
Board for assigning preference ratings for 
these facilities. 

The extensions approved by WPB under 
the new procedure will be assigned the same 
preference ratings for materials as are as- 
signed the housing projects themselves. 

The WPB announced that applications for 
utility extensions will be handled in the field 
through the Federal Housing Administration, 
thus decentralizing this procedure. 

Other changes made in the P-46 order in- 
clude: Material required for utility extensions 
to all projects rated A-5 or better is assigned 
the same rating as is assigned to the project it- 
self. The order, as amended, which was to have 
expired June 30, 1942, has been extended to 
September 30, 1942. 


Asks Conventions Be Put Off 


A REQUEST that all state and county fairs, 
meetings, conventions, and group tours, 
which are not closely related to the war effort, 
be deferred during the war was made last 
month by Joseph B. Eastman, director of de- 
fense transportation. 

Mr. Eastman said that the volume of pas- 
senger traffic on railroad and bus lines is ris- 
ing steadily and is now about 50 per cent 
greater than last year. He pointed out that 
troop movements have been heavy and will be 
much heavier and the volume of necessary 
business travel also is rising. 

Drastic controls over travel on busses and 
railroads will be imposed by the ODT if the 
public does not voluntarily restrict unessential 
travel, Mr. Eastman indicated. 

In addition to asking for deferment of fairs 
and conventions, he suggested that vacation 
travel should be spread throughout the year 
through staggering of vacations and by en- 
couraging workers to leave and return from 
vacations during the middle of the week. He 
asked that all pleasure travel, except for vaca- 
tions, be avoided. 
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Utility Unions Map Federation 


A NATIONAL confederation of independent 
unions embracing utility workers is being 
organized in the country’s electric power in- 
dustry to combat the American Federation of 
Labor and Congress of Industrial Organiza- 
tions, it was reported recently. 

The aims of the organization are understood 
to be twofold: First, to form a connecting 
link among the scores of independent organi- 
zations represented in the country’s electric 
power network, and, second, to counteract 
moves being made by the two big branches of 
organized labor. 

George L. Mueller, president of the 6,000 
members of the independent association of 
Duquesne Light Company, of Pittsburgh, em- 
ployees and one of the leaders behind the 
movement, said a meeting was to be held in 
July, probably in Washington, at which a pro- 
visional organization would be set up. 

About fifteen independent unions, with a 
combined membership of 100,000, would be 


o. asaaade at the organization meeting, he 
said. 


TVA Bill Goes to President 


Ex Senate on June 22nd formally receded 
from an amendment designed to strip the 
Tennessee Valley Authority of its revolving 
fund, and sent the $2,090,885,128 Independent 
Offices Appropriation Bill containing TVA 
funds to the White House. 

The fight over the Senate amendment, pro- 
posed by Senator McKellar, Democrat of 
Tennessee, to alter TVA’s financial procedure, 
ended the previous week when Senate con- 
ferees agreed to recommend abandonment of 
it, to permit early enactment of the appropria- 
tions bill. 

Senator McKellar told interviewers, how- 
ever, that he would take other action soon in 
his effort to confine TVA expenditures to ap- 
propriations voted by Congress. At present 
the authority may use receipts from the sale 
of power in its operations. 


Alabama 


Utility Offered for Sale 


HE movement for public utility ownership 

in Birmingham, which began with an at- 
tempt to sell the Birmingham Electric Com- 
pany to the city for approximately $28,000,000, 
recently was widened to include the county and 
city of Bessemer as prospective purchasers of 
the system. 

It was learned definitely that a certain stock 
broker, representing a group which hopes to 
make between $500,000 and $600,000 in com- 
missions out of such sale, had approached 
members of the county commission in the hope 
of persuading the county to acquire the light, 
street railway, and bus utility and operate it. 


Mayor Jap Bryant, who was instrumental 
in obtaining the present TVA system in Besse- 
mer, said the matter had been discussed with 
him and that he was in a “receptive mood,” 
although he added that municipality would be 
interested primarily in purchasing that part 
of Birmingham Electric properties in the 
Bessemer vicinity. In fact, he said, Bessemer 
had tried to do this before. 

Since the people of Birmingham voted de- 
cisively in 1933 to reject municipal ownership 
proposals for operation of both the electric 
and water systems, laws have been enacted to 
permit a municipality or the county to acquire 
and operate a public utility without a referen- 
dum, it was pointed out. 


Arkansas 


Contributions Ruled Invalid 


T= city of Little Rock can legally make 
a donation to the Community Chest but 
the Little Rock municipal waterworks cannot, 
the state supreme court ruled last month. 
The opinion held that the waterworks could 
not contribute $1,350 to the agency, as pledged, 
because such an act would impair the obliga- 
tion of its contract with bondholders. A clause 
of the trust indenture provided that no funds 
derived from the waterworks could be used 
for any purpose other than operation, mainte- 
nance, and payment of bonds. A clause would 
permit a rate reduction under certain condi- 


tions but this point was not. involved in the 
case. 

Such was the law when the contract was 
made with bondholders, the court said, and 
the legislature had no right to change it until 
outstanding bonds are retired. The 1941 legis- 
lature, by passage of Act No. 288, authorized 
city waterworks to make donations to a Com- 
munity Chest, but that part of the act was held 
invalid. 


Acquires Generating Plant 


frm Arkansas Power & Light Company 
has acquired the steam-operated electric 
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generating plant at Memphis, with a total ca- 
pacity of 55,000 kilowatts per hour, from the 
Memphis Generating Company, and was to 
take over June 28th, C. S. Lynch, executive 
vice president of the company, disclosed re- 
cently. 

The Tennessee Valley Authority has con- 
tracted to purchase 20,000 kilowatts per hour 
of the plant’s generating capacity, and the re- 
maining 35,000 kilowatts per hour will be used 
by the Arkansas Company in its own system. 

When AP&L takes over the big Memphis 
plant, it will reduce the amount of power pur- 
chases from the TVA from 40,000 to 10,000 
kilowatts per hour of firm power and 5,000 
kilowatts per hour of peaking power, Mr. 
Lynch said. This will mean a net gain for the 
Arkansas Company of 10,000 kilowatts per 
hour of capacity. The Arkansas Company is 
interconnected with the TVA at the South 
Memphis substation. 


Sour Gas Fields to Close 


IL operators were expected to accede 
O unanimously to an Office of Petroleum 
Coérdination request that sour gas fields of 
McKamie, Dorcheat, and Macedonia fields be 
shut down until there is a direct need for the 
sweetened and processed product by war in- 
dustries. 

D. E. Buchanan, chief of the natural gas 
and gasoline section of the OPC, has written 
to operators in the three sour gas fields sug- 
gesting that he would be happy to report to 
the coordinator that the commission and oper- 
ators have, on their own initiative, taken what 
“appears to be a desirable action in shutting 
down the fields.” 


OF EVENTS 


Action on the question of shutting down the 
sour gas wells and opening up, through dual 
completion methods, the Cotton Valley sand 
in these fields, was discussed at a meeting of 
the Arkansas Oil and Gas Commission at Mag- 
nolia late last month. 


Would Coordinate Lines 


TT power systems of the Arkansas Power 
& Light Company and the Ark-La Elec- 
tric Codperative might be codrdinated to save 
power, material, and man ‘power during the 
emergency if an agreement can be reached 
under which the private company could lease 
the codperative’s new line from the Grand 
River dam in Oklahoma to the aluminum plant 
at Lake Catherine, C. Hamilton Moses, presi- 
dent of the AP&L, suggested in a letter to 
Thomas B. Fitzhugh, Ark-La Electric’s at- 
torney. 

“We certainly feel no obligation to under- 
write what might be a questionable loan con- 
tracted by someone else and are not offering to 
do so,” the power company official wrote. 

The proposed program follows in brief: 

The Arkansas Power & Light Company, or 
other southwestern power pool companies, 
would take over Ark-La’s arrangements with 
the Federal Works Agency and operate the 
Ark-La line as a part of the power supply 


pool. 

The Ark-La line would be operated at 110,- 
000 volts instead of 154,000 volts, eliminating 
many transformers. 

The AP&L would take over the resultant 
reduced debt of the line to the Rural Elec- 
oe aaa Administration on a lease-purchase 

asis. 


California 


Plant Assured Power 


|B pretgpses of vast quantities of electric ener- 
gy required by the United States for 
aluminum production in Los Angeles was as- 
sured recently when the Los Angeles Board 
of Water and Power Commissioners approved 
a 5-year contract with the Federal Defense 
Plant Corporation. 

The bureau of power and light will furnish 
the power to operate the huge aluminum re- 
duction plant now under construction. 

Negotiations for power to produce the vital 
war metal began one year ago with the gov- 
ernment’s request for 50,000 kilowatts of en- 
eregy. In september the amount was increased 
to 85,000 and later to 170,000 kilowatts. Mean- 
while, the projected plant capacity was in- 
creased from 30,000,000 pounds to 150,000,000 
pounds a year. 

Extensive water storage at Hoover dam, as- 
suring quantities of secondary power, and the 
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reduction of power plant capacity normally 
held in reserve for reliability of service make 
it certain that the aluminum requirements will 
be met. 

The recently signed contract provides for a 
wholesale rate of approximately 3.75 mills per 
kilowatt hour which, it was stated, is sufficient 
to cover power bureau costs and to show in 
addition a substantial net return. 


Raker Act Enforcement Delayed 


| pgs Judge Roche last month extended 
to July 1, 1943, a moratorium on enforce- 
ment of the Raker Act, in violation of which 
act the city of San Francisco has been selling 
its Hetch Hetchy power to a private corpora- 
tion, the Pacific Gas and Electric Company, 
for resale. 

Part of the stipulation on which this ex- 
tension was granted was that the city furnish 
a constant current of 83,000 kilowatts to a 
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3-unit aluminum plant to be constructed at 
Riverbank (near Modesto) that will produce 
96,000,000 pounds of metal for war purposes 
when the third unit has been completed in 
August of next year. 

U. S. Attorney Frank Hennessy told the 
court he had been advised by U. S. Attorney 
General Francis Biddle that sale of Hetch 
Hetchy power for this purpose is not in viola- 


tion of the Raker Act. Judge Roche warned, 
however, that after the war it is not likely the 
city will be granted any further reprieve from 
the edict of the U. S. Supreme Court that it 
is violating the Raker Act and must desist, 

The electorate has consistently turned down 
bond issue proposals for the acquisition of a 
system for the distribution of Hetch Hetchy 
power by the city itself. 


Connecticut 


Gas Rate Increase 


T® Hartford Gas Company on June 24th 
called upon its customers to assume some 
of the increase in its “uncontrollable costs” and 
announced that it would increase its rates in 
uly. 
, Beak B. Bertolette, president, said the 
increase would result in a fuel adjustment 
charge of 5.4 cents a thousand cubic feet of 
gas and would be applicable to all bills. The 
fuel adjustment charge is a plan approved by 
the state public utilities commission. (See, 
also, page 125.) 

“Rising costs have affected all of us for 


some time,” Mr. Bertolette said. “In addition 
to mounting labor and tax costs, our company 
has been forced to meet the increases in prices 
for coal and oil used in making gas.” He said 
rate schedules, as filed with the public utilities 
commission, “provide for a fuel adjustment 
amounting to one cent per thousand cubic feet 
of gas for each 25-cent increase in the cost of 
fuel above $5.60 per gross ton of coal or its 
equivalent. 

“For nearly two years the price of fuel has 
been above this amount, but up to this time we 
have absorbed these rising fuel costs except 
for those larger customers whose use exceeds 
10,000 cubic feet per month.” 


District of Columbia 


Revolt on Taxi Fares 


SUCCESSFUL “strike” against commission 
regulation. Such seems to be the prece- 
dent-breaking result of the recent taxicab snarl 
in the national capital. Most of the city’s 5,000 
drivers refused to operate under rates decreed 


by the District of Columbia Public Utilities _ 


Commission. Transportation chaos and public 
indignation followed. A congressional com- 
mittee had to take a hand—and the commis- 
sion backed down, temporarily at least. 

Taximen returned to work under an agree- 
ment allowing them to operate under either 
new or old rates pending congressional investi- 
gation. The House District Committee thus, in 
effect, superseded the regulatory authority of 
the District commission. 

Chairman Hankin of the District commis- 
sion was the focal point of the taxicab revolt. 
He personally devised a new schedule of taxi- 
cab fares which a majority of the drivers re- 
fused to put into effect because they said it 


was too complicated. The local press was also 
generally critical of Hankin’s plan, which con- 
sisted of a series of zones and subzones and 
which one newspaper editorially charged would 
result in necessity for “a parley between the 
cab driver and the passenger at the end of 
each trip.” 

However, Chairman Hankin’s two col- 
leagues, with whom he has differed on other 
regulatory matters, apparently acquiesced in 
the new set-up. 

Chairman Hankin, recently appointed by 
President Roosevelt, had previously attracted 
attention in regulatory circles with the an- 
nouncement of a plan to reéxamine the ques- 
tion of retaining the so-called Washington 
plan for gas and electric rates in the nation’s 
capital. This well-known and generally reputed 
successful experiment in quasi automatic regu- 
lation was featured by a sliding-scale, profit- 
sharing agreement which has resulted in an 
annual reduction in electric rates in Washing- 
ton, D. C., from 1924 to the present year. 


Illinois 


Fare Increase Denied 


HE petition of the elevated lines for an 
increase from 10 to 12 cents in fares was 


denied last month in a final order entered by 

the state commerce commission after eleven 

months of hearings. F 
The commission ruling, announced by Chair- 
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man John D. Biggs, placed the fair value of 
the “L” properties at $36,000,000, or less than 
half the $84,000,000 claimed by the company as 
the lowest possible rate base. Attorneys for 
the “L” lines contended the latter figure repre- 
sented the original cost of the properties and 
that it would cost $120,000,000 to reproduce the 
“L” system as it is now. 

The company’s plea for 20 per cent increases 
in children’s and suburban fares and weekly 
passes also was denied in the commission rul- 
ing. 

The commission took no action on the 
elevated road’s request for a boost from 10 
to 13 cents in intercompany rides between the 
“I” and street car and bus routes. 


¥ 


OF EVENTS 
Rate Cuts Delayed 


HE proposal of Peoples Gas Light & Coke 

Company to pass along to its customers 
in rate cuts approximately half of the annual 
saving of $2,400,000 accruing to it from the 
reduction in natural gas prices charged by the 
Natural Gas Pipeline Company has been de- 
layed by action of the state commerce com- 
mission, which ordered hearings to determine 
whether or not the gas company should pass 
along a larger part of its savings. 

Peoples Gas, in filing a new rate schedule, 
contended that it should be allowed to retain 
half of its saving in order to make a fair re- 
turn on its invested capital. 


Indiana 


Gas Case Appeal Filed 


A® appeal was filed with the Indiana Su- 
preme Court last month from the decision 
of Clay County Circuit Court in which Judge 
John W. Baumunk held invalid a public service 
commission order approving the transfer of 
the Indiana Gas Utilities Company property 
to the Terre Haute Gas Corporation. The ap- 
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peal was filed by the commission and the two 
utilities. 

Suit to have the order set aside had been 
filed by patrons at Terre Haute and the case 
was taken to Judge Baumunk’s court on a 
change of venue. In his decision last March, 
Judge Baumunk criticized the state commission 
and two of its members for procedure in the 
case. 


Kentucky 


Investigation of original cost of the larger 
utility companies which has been going on for 
several years will be completed, he said, with 
the force available. 


Utility Levy Cut 


HE annual assessment of public utilities 

for the state public service commission’s 
operating expenses will be reduced from $130,- 
000 to $100,000 because of war’s depletion of 
the commission’s field forces. 

Announcing this late last month, Commis- 
sion Secretary Marvin Eblen said much of the 
work consisted of finding original costs of 
utility companies under the commission’s juris- 
diction. He added that inability to replace 
trained men lost to the armed forces and to 
war plants would slow down the work for the 
duration of the war. The reduction order ap- 
-~ hl to the fiscal year beginning July 1st, 

e said, 


» 


City Acquires Waterworks 


T= city of Mayfield recently completed 
purchase of the water system in that city 
from the Tri-City Utilities Company, succes- 
sors to the liquidated Kentucky-Tennessee 
Light & Power Company, only a few hours 
after permission for the transaction had been 
granted by the state public service commission. 

The city paid approximately $400,000 for 
the system, and, according to Mayor Coleman 
Waldrop, took over its operation immediately. 


Louisiana 


Lower Gas Rate Demanded 


A RETURN of 19.72 per cent on its average 
net utility plant investment and estimated 
working capital was realized during 1941 by 
the Interstate Natural Gas Company, testi- 
mony at the Federal Power Commission hear- 
ing in New Orleans on the company’s rates 
showed recently. 
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Tabulations concerning the return, prepared 
by accountants of the Power Commission, were 
submitted as evidence as the hearing reached 
the end of its third day. Average net utility 
plant investment used by the commission in its 
figures was sO, = 871. Estimated working 
capital was $348,08 

Mayor Fred PeBtane of Baton Rouge stated 
that the nearness of his city to the university 
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gas field warranted a cheaper rate on gas dis- 
tributed in the state capital. Gas delivered to 
Louisiana State University costs 8 cents per 
thousand cubic feet, while the city rate is 20 
cents, he said. 

Mayor LeBlanc asserted that Gulf States’ 
operating costs for 1941 were $369,625, and 
that $214,391 of this went for the purchase of 
gas. The pipe line’s gate rate prices, therefore, 
he said, “form a substantial part of the dis- 
tributing system’s cost of operations.” 


City Commissioner S. A. Harris of Baton 
Rouge stated that Interstate’s charges to Gulf 
States are “excessively and unreasonably high.” 
Consumers in Baton Rouge, he added, “are 
entitled to relief through a reduction in whole- 
sale rates.” 

Testimony showed that Interstate buys from 
the Sugarfield Oil Company and delivers to 
Gulf States Utilities Company, the distribut- 
ing company in Baton Rouge. The cost to 
Interstate is 4 cents a thousand feet at the well, 


Maine 


OPA Enters Rate Case 


 gramccong to intervene in opposition to a 
proposed increase in secondary power rates 
of the Bangor ‘Hydro-Electric Company was 
sought on June 27th by Price Administrator 
Leon Henderson in a petition filed with the 
Maine Public Utilities Commission in Bangor. 
The OPA petition was filed in Henderson’s 
—_ by Harry R. Booth, OPA utilities coun- 
se 

The administrator’s petition = that, on the 
basis of information supplied by the power 
company, the effect of the proposed increase 


would be to raise the annual operating costs 
and expenses of certain manufacturers of pulp 
and paper, which products are under OPA 
price ceilings. 

Further, according to the OPA’s peti- 
tion, “it appears that the proposed increased 
rates are predicated principally upon alleged 
estimated i increases in Federal income taxes to 
be levied in 1942.” Approval of the increase 
under these circumstances, the commission was 
told, would be contrary to the intent of the 
Congress, inflationary in character, and would 
adversely affect the programs and policies of 
OPA to stabilize prices. 


New Jersey 


said $131,635 would be distributed through a 
50 per cent reduction in the first monthly bills 
rendered by the company after July Ist. In- 
creased revenues warranted credits, he said. 

Communities affected included Bernardsville, 


Rebates Due 


EBATES for 56,160 residential and commer- 
Raia power consumers supplied by New 
Jersey Power & Light Company were ordered 
on June 18th by the state board of public 
utility commissioners. 

Joseph E. Conlon, commission president, 


Dover, Flemington, Hackettstown, High 
Bridge, Lambertville, Netcong, Newton, Phil- 
lipsburg, and Washington. 


New York 


Plan to Limit Gas 


HE state public service commission has 

ordered an investigation to determine 
whether the companies of the Long Island 
Lighting system should be permitted to re- 
strict the supply of gas for space or building 
heating to new customers or for use in new 
equipment by existing customers. The com- 
panies propose to put into effect such a limi- 
tation on the ground that they may need their 
available supply for war industries and to in- 
sure continuity for domestic use. 

Pending determination of the matter, the 
limitation proposal was suspended. The com- 
panies involved are Long Island Lighting Com- 
pany, Queens Borough Gas & Electric Com- 
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pany, Nassau & Suffolk Lighting Company, 
and Long Beach Gas Company. 


FPC Decision Ends Dispute 


AT controversy over the cost of the 
Niagara Falls Power Company’s big hy- 
droelectric power development at Niagara 
Falls, New York, was terminated on June 
22nd with announcement by the Federal Power 
Commission that it had determined the “actual 
legitimate cost” of the plant to be $24,680,680 
as of March 2, 1921. 

The commission disallowed $15,787,688 of 
the $44,453,868 book cost of the fixed capital 
in service on the 1921 license date and reserved 
for further consideration items totaling $3,- 


122 





THE MARCH 


985,500, representing the book costs of lands, 
interest, and a flour mill purchase. 

The actual cost of the project, known as 
Project No. 16, set by the commission, was 
less than half the $57,315,863 which the com- 
pany claimed as the “fair value” of its prop- 


> 
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erty in applying for an FPC license in 1920. 
Paul A. Schoellkopf, president of Niagara 
Falls Power Company, announced on June 
26th that the Niagara Falls Power Company 
would promptly take steps to review in the 
courts the recent decision of the FPC. 


Ohio 


To Increase Gas Supply 


= record-breaking demands next 
winter from additional domestic consum- 
ers and war industries, the East Ohio Gas 
Company was scheduled to expand by 75 per 
cent the storage capacity of its liquid gas plant, 
first structure of its kind in the world and one 
which precluded serious fuel shortages in the 
sub zero weather last winter. 

This was disclosed last month by W. G. 
Hagan, East Ohio vice president in charge of 
operations, who also announced two other 
measures to increase the company’s war-time 
volume of distribution over a system that em- 


* 


braces most of the industrial cities of north- 
eastern Ohio. 

Seven miles of pipe line, 20 and 22 inches 
in diameter, will be laid from Maple Heights 
boulevard and Lee road, Maple Heights, to 
Green and South Woodland roads, Shaker 
Heights, to insure an additional volume of gas 
for times of peak demand in an area with a 
heavy concentration of gas-heated homes. 

Also, the company will construct an 8-inch 
pipe line that will be 22 miles long from gas 
pools in Tuscarawas and Stark counties to 
transport the fuel to a central control station 
near North Canton, where East Ohio’s main 
transmission lines converge. 


Pennsylvania 


Utility Merger Proposed 


T= Pennsylvania Electric Company, Johns- 
town, recently applied to the Federal 
Power Commission for authorization to ac- 
quire all the utility assets and facilities of the 
Keystone Public Service Company, Oil City. 
The commission said the two companies made 
a purchase agreement May 22nd. 

Cost of acquisition would be determined by 
the estimated original cost of Keystone’s as- 
sets and would be paid in cash. In addition, 
Pennsylvania Electric would assume the pay- 
ment of all debts and liabilities of Keystone. 

Keystone serves municipalities in Crawford 
and Venango counties, including Franklin City, 
Oil City, Titusville City, and Hidetown, Pleas- 
antville, Polk, Rouseville, and Utica boroughs. 
Pennsylvania serves municipalities in Cambria, 
Centre, Clarion, Clearfield, Crawford, Erie, 
Forest, Indiana, Jefferson, Somerset, Venango, 
Warren, and Westmoreland counties. 


Gas Rate Rise Threatens 


MOvE to further boost the price of oil, 
which is used to enrich manufactured 
gas, threatens to force a rise in rates for the 
latter fuel in Philadelphia. That was revealed 
recently by Councilman George Maxman, 
chairman of the gas commission, as he pre- 
pared to go to Washington to fight the pro- 
posed oil price increase. 
Present oil price is $1.85 a barrel, Maxman 
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said. It has been jumped twice from last year’s 
figure of $1.35, he explained. The major com- 
panies now are seeking permission from the 
Office of Price Administration to raise the fig- 
ure to $2.50 a barrel. 

Together with Hudson W. Reed, executive 
vice president of the Philadelphia Gas Works 
Company, which operates the city-owned gas 
works, Maxman would ask the OPA to cut the 
price to the previous $1.35 a barrel. 

“The commission is perturbed,” Maxman 
said. “Gas rates were reduced two years ago 
to promote the use of gas, particularly for 
heating and industrial purposes. Since then 
labor and material costs and taxes all have 
gone up—but gas rates have not. That is be- 
cause our output is about 2,000,000,000 cubic 
feet a year higher, and we’ve been able to ab- 
sorb the increased costs in the profits. But if 
oil goes up in price, I don’t see how the com- 
pany can get by without raising the price of 
gas.” 


Rate Complaint Dismissed 


B ips city of Pittsburgh’s complaint against 
an increase in rates by the Manufacturers 
Light & Heat Company was dismissed on June 
24th by the state public utility commission for 
lack of prosecution. 

The state commission at the same time dis- 
missed the city’s motion that records in the 
commission’s case against the utility be adopt- 
ed in the city’s complaint. Commissioners 
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Thomas C. Buchanan and Richard J. Beamish, 
comprising the commission’s Democratic mi- 
nority, dissented. 

The commission said the city, “moved by 
commendable care for the interests of its citi- 
zens,” filed a complaint against the increased 
rates prior to their effective date; the PUC in- 
stituted its own proceedings and suspended the 
proposed rate boosts. 

Both proceedings were consolidated and the 
commission found that since they are identical 
there is no reason for continuance of the city’s 
separate complaint. Hearings have been com- 
pleted and the case is now before the commis- 
sion for decision. 


No Free Rides 


HE Pennsylvania Transportation Com- 
pany last month declined to grant free 
rides to service men. President Ralph T. 
Senter said it was feared so many soldiers and 
sailors would take advantage of such a con- 
cession as to interfere with PTC’s job of haul- 
ing workers to and from vital war industries. 
Senter made his announcement in a letter to 
the Philadelphia city council, which on May 
21st adopted a resolution urging PTC to carry 
service men in uniform free on busses, trol- 
leys, and subways. 
“The company is doing its utmost,” Senter 
wrote, “to forward the war effort and to fur- 
nish adequate transportation to centers of war 


activities such as the Navy Yard, the arsenal, 
and the great defense plants of the Philadel. 
phia area. 

“Increase in war production and gasoline 
rationing are causing increased riding on our 
vehicles and are expected to continue to do so, 

. The granting of free transportation to uni- 
formed men in the armed services would un- 
doubtedly result in additional riding that 
would place an extra burden upon our equip- 
ment resources, which are already strained.” 

State Public Utility Commissioner Richard 
J. Beamish has called upon the Office of 
Price Administration to investigate “possible 
collusion” in the recent move for higher 
transit wages. At the same time he asked the 
OPA to consider imposing a ceiling on wages 
of all public utility employees. 

Beamish voiced both requests as he presided 
over a city hall hearing on the Philadelphia 
Transportation Company’s petition for higher 
trolley fares. OPA Counsel Robert M. Jones, 
present in behalf of OPA to oppose any fare 
increase, promised to convey the requests to 
Washington. 

PTC Attorney Frederic L. Ballard at a re- 
cent session disclosed for the first time pub- 
licly that the PRT Employees Union had asked 
a 20-cent hourly wage boost for the company’s 
11,000 employees last May 18th. The proposal, 
amounting to more than 24 per cent of the 
present base pay rate of 83 cents an hour, would 
cost PTC about $4,500,000 a year. 


Texas 


Gas Company Tax Up 


HE Dallas Gas Company will have a city 
tax bill approximately $10,000 higher this 
year than in 1941, J. A. Tracy, chief deputy 
city tax assessor, said recently as he approved 
a $5,852,270 net property valuation for the 
concern’s holdings—an increase of $585,180 
over last year’s figures. 
Tracy praised the codperative attitude of 


gas company officials in the negotiations which 
began after a net valuation figure of $5,269,090 
was submitted several weeks ago. 

Had the original figure been approved the 
company would have been able to pay $14,336 
less in taxes than will now be assessed, Tracy 
said. In addition to the increase, the company 
also will pay the city $80,000 this year in a new 
gross receipts tax of 4 per cent approved re- 
cently. 


Wisconsin 


Asks Order Vacated 


A SUIT asking that a state public service 
commission order giving the Wisconsin 
Southern Gas Company permission to furnish 
natural gas in Wisconsin be set aside and va- 
cated was filed in Dane County Circuit Court 
on June 24th. ~ 

The suit was brought by the Wisconsin Coal 
Bureau, Milwaukee, and the Upper-Michigan 
Fuel Dealers Association, competitors of the 
Wisconsin Southern. 

The plaintiffs alleged that the commission 
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overstepped its authority and that its action 
needed authorization of the Federal Power 
Commission. It also charged that the company 
would give inadequate service in the change- 
over from manufactured to natural gas and 
that Wisconsin labor would be adversely 
affected. : 
The commission authorized the Wisconsin 
Southern firm to convert its service to natural 
gas and to construct a pipe line from Lake 
Geneva to the Wisconsin-IIlinois line. Subse- 
quently, Federal orders have prevented the 
company from accepting the authorization. 


124 





The Latest 
Utility Rulings 


Fuel Adjustment Clause to Overcome Rigid 
Nature of Utility Rates 


A a general principle, says the Con- 
necticut commission, the fuel ad- 
justment clause points the way toward 
the solution of one of the most acute 
problems in the utility rate-making field ; 
namely, that of integrating public utility 
rates, which are generally of a rigid na- 
ture, into a flexible national economy. 
This was said in a case where a fuel ad- 
justment clause was permitted to go into 
effect. The commission observed : 


The economic system of the country has 
been subjected in an increasing degree to 
strain by virtue of the tension occasioned by 
rigid public utility rates in a nonrigid gen- 
eral price situation. Anything that can be 
done to bring utility rates more nearly into 
harmony with the general economic system 
is to that extent a public gain. It should mean 
a better balance in the economic system and 
a more effective operation of economic 
forces. Fuel adjustment clauses also bring 
about a reduction in customer payment dur- 
ing a period of falling prices in depression 
eras when customers are most in need of 
reducing their living expenses. Likewise the 
increase in price to a customer occurring in 
an upward swing of price levels takes place 
at a time when the ability of customer to 
pay, as measured in dollars, has in most in- 
stances moved upwards. 

Fuel adjustment clauses have been usual 
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in electric power rates and in gas rates ap- 
plicable to industrial consumers. They have 
come into use for household customers in 
recent years in this state and in many com- 
panies in Massachusetts and several other 
New England states. 


Elimination of rate schedules taken 
over in a merger was also permitted. 
These rates had been continued in force 
to avoid customer displeasure and to per- 
mit a reasonable length of time within 
which customers might shift to rates of 
the surviving company applicable to the 
service supplied. They had not been avail- 
able to new customers. 

The comparable rates of the present 
company provided for a lower unit cost 
of service if the customer used the serv- 
ice more than a minimum amount. The 
old rates benefited customers who used 
service in very small amounts. The reve- 
nue involved was inconsequential. 

The commission believed that as a gen- 
eral principle all customers similarly 
situated should be treated in the same 
manner with respect to rates. The rates 
eliminated were regarded as obsolete and 
discriminatory. Re Connecticut Light & 
Power Co. (Docket No. 7203). 


e 


Promotional Rates Deferred and Extension 
Contributions Required during War 


VERYTHING should be done to con- 

serve vital and critical metals for 
desperate war needs through limitation 
of nonessential civilian usage, such as 
that encouraged by promotional rates, 
says the Georgia commission. The com- 
mission also holds that temporary war 
industries should contribute toward ex- 
tension cost. 
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“The conference method of rate mak- 
ing,” adopted a little more than five years 
ago, has, according to the commission, 
resulted in large rate reductions, The 
commission, after stating that no rate in- 
creases had been authorized during this 
period, referred to the fact that the Geor- 
gia Power Company had been ordered to 
adopt a promotional schedule known as 
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“A-5.” Continuing, the commission said 
in part as follows: 


The promotional schedule “A-5,” auto- 
matically applicable to consumers with in- 
creased usage over the base bill amounts, 
awarded a further saving to all such con- 
sumers using more than 15 kilowatt hours 
per month. 

Contrary to the usual and more equitable 
provision of requiring a continuation of the 
promotional rate until such time as a fixed 
percentage of the customers, usually repre- 
senting 80 per cent, had earned the rates 
through increased usage, the order of the 
commission prescribing the rate provided 
that the promotional schedule “A-5” should 
become the immediate rate at the end of a 
3-year period, which will be the first day of 
June next, although a customer analysis dis- 
closes that only 58 per cent of the company’s 
customers have actually earned and are now 
being served on this promotional schedule. 
The extension of this reduced rate at this 
time to the remaining customers, without the 
resulting benefits normally inuring to the 
company from the resulting increased usage, 
which the promotional rate was designed to 
provide, obviously, places upon the company 
an abnormal burden, and one which its pres- 
ent revenues do not appear to justify; 
whereas, the temporary postponement of the 
effective date, pending further study by the 
commission, will in no wise change or affect 
the present status of the customers of the 
company to whom all the benefits of the 
rates will continue to be available. 


The effect of war measures and in- 
creased operating costs was reflected in 
decreased income. The commission com- 
mented: 

In view of the dire needs of our nation, 


which have necessitated the freezing orders 
on construction and the limitation orders on 


kilowatt hour sales, both indirectly affecting 
and directly prescribing conditions for the 
extension and limitation of electric service, 
it should be clear that the company cannot 
possibly realize an increased utilization 
which would normally be available to offset 
a part of the substantial reduction in reve- 
nues, which will result from the application 
of the promotional rate as the immediate rate 
schedule, 


Regulations under which the company 
is required to provide extensions as well 
as transformer stations at its own ex- 
pense had been promulgated on the basis 
of normal long-term usage by permanent 
peace-time industries. When the com- 
pany is called upon to provide service to 
temporary war industries, sometimes lo- 
cated far from existing facilities and 
sometimes involving a very large and un- 
usual transformer expense to meet ab- 
normal load conditions, a large expendi- 
ture is required. Therefore, said the com- 
mission, unless some provision is made 
for a contribution by such temporary in- 
dustries for the expenditures required, 
with an amortization repayment plan in 
the event they become permanent, other 
customers will be called upon in the fu- 
ture to provide a return on a greatly 
increased capital investment which was 
not made for their direct benefit but 
for the good of the nation as a whole. 
It is proper, therefore, in the opinion 
of the commission, that such cost should 
be absorbed in the over-all cost of the 
war. Re Georgia Power Co. (File No. 
19314-1, Non-Docket). 


e 


Court Upholds SEC Ruling That Company 
Is Susceptible to Control 


A order of the Securities and Ex- 
change Commission denying an ap- 
plication by the Pacific Gas and Electric 
Company for a_ declaration under 
§ 2(a) (8) of the Holding Company Act 
that it is not a subsidiary of the North 
American Company has been sustained 
by the circuit court of appeals, ninth cir- 
cuit. The decision involves a construction 
of §2(a)(8), which provides that the 
commission shall declare that an appli- 
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cant is not a subsidiary company if it finds 
three facts: (1) That the applicant is not 
controlled by a holding company; (2) 
that the applicant is not the medium of 
control of another company by a holding 
company ; and (3) that the management 
and policies of the applicant are not sub- 
ject to a controlling influence so as to 
make it necessary or appropriate in the 
public interest or for the protection of in- 
vestors or consumers that the applicant 
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be subject to the obligations, duties, and 
liabilities imposed by the Holding Com- 
pany Act. 

The company contended that the lan- 
guage of the statute describing the third 
fact means “actual and existing control” 
rather than “susceptibility to control,” 
and since the commission found that the 
evidence affirmatively showed a lack of 
actual and existing control, an exemption 
should have been granted. The court up- 
held the commission’s ruling that sus- 
ceptibility to control was a sufficient basis 
for denying exemption. 

The company quoted a portion of a 
committee report and a part of Senator 
Wheeler’s argument in the debates on the 
Holding Company Act. The court, how- 
ever, thought such argument must be dis- 
regarded because contrary to the plain 
meaning of the act. 

Another question was presented as to 
the interpretation of the necessity clause. 
The narrowest construction, said the 


court, arises when this clause is con- 
strued as modifying all three of the con- 
ditions mentioned. A second and more 
liberal construction arises when the 
necessity clause is considered as modify- 
ing only the third condition. A third con- 
struction, and the one adopted by the 
court, would make the necessity clause a 
fourth condition. As thus construed, be- 
fore the application should be granted 
the commission must find that there is no 
control under either of the three condi- 
tions, and as a fourth condition it must 
find that regulation is not necessary or 
appropriate. 

Circuit Judge Garrecht, in a dissenting 
opinion, declared that the opinion of the 
court had added to the act by judicial 
construction conditions not imposed by 
Congress and that the commission order 
was arbitrary and capricious and should 
be reversed. Pacific Gas & Electric Co. v. 
Securities and Exchange Commission, 
127 F(2d) 378. 


=e 
Court Upholds FPC Jurisdiction Based on Power 


Line Connections 


HE United States Circuit Court of 
Appeals for the Third Circuit has 
ruled that the Jersey Central Power & 
Light Company is subject to the juris- 
diction of the Federal Power Commis- 
sion, sustaining the commission’s or- 
der in Re New Jersey Power & Light 
Co. (FPC 1939) 30 PUR(NS) 33. The 
commission had held that the New Jer- 
sey Power & Light Company must dis- 
close all facts in connection with its ac- 
quisition of stock of Jersey Central. 
Part of the electrical energy gener- 
ated by Jersey Central at its South Am- 
boy plant, according to the court, goes 
to the Staten Island Edison Company, 
a New York utility. This company has 
arrangements with Public Service Elec- 
tric & Gas Company, under which it 
occasionally exchanges energy. Both of 
these companies operate intrastate ex- 
cept to the extent that some energy may 
be transmitted to the Staten Island Com- 
pany. Jersey Central has no direct trans- 


actions with the Staten Island Company. 
The court, however, said: 


How much of the electricity which flowed 
from Public Service to the Staten Island 
Company originated in Jersey Central’s 
South Amboy generators . .. no one can 
say. It is certain that some did go to the 
Staten Island Company. Measured in terms 
of the kilowatt hours generated and trans- 
mitted by large electric public utility sys- 
tems it was small. 


Referring to the fact that jurisdiction 
was asserted by the commission because 
some part of the current transmitted by 
Jersey Central over the connecting line 
to Public Service reached the Staten Is- 
land Company, the court said: 


That electric energy was transmitted in 
interstate commerce within the meaning of 
§$201(c) if the words of the subsection be 
applied literally. The facilities of Jersey 
Central were in fact employed for this 
transmission. ... The fact that Jersey Cen- 
tral sold this electricity to Public Service 
rather than to Staten Island does not serve 
to put the flow out of commerce. Once elec- 
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tricity flowed from the Jersey Central gen- 
erating plant to the Staten Island Company, 
commercial transactions between the three 
companies under their respective con- 
tractual relations and arrangements fol- 
lowed. This was interstate commerce with- 
in the meaning of the commerce clause. It 
follows that Jersey Central is a public 
utility within the meaning of §210(e) of 
the act. 


Recognizing that the sale of Jersey 
Central stock to the New Jersey Power 
& Light Company was subject to regula- 
tion by the state of New Jersey, the 
court deemed it necessary to consider the 
point of dual control only in so far as 
it might be applicable to the appeals be- 


e 


fore it. It was said in part as follows: 


The authority of the board of public 
utility commissioners of New Jersey must 
be deemed to be paramount in those mat- 
ters which may affect the intrastate trans- 
mission of electricity and the authority of 
the Federal Power Commission must be 
deemed to be governing as to those matters 
which may affect the transmission of elec- 
tric energy in interstate commerce, We can- 
not presume a conflict between the two 
regulatory bodies upon the issue of whether 
or not Jersey Power should have bought the 
stock of Jersey Central. No conflict is shown 
upon the present record and none may ever 
come into existence. 


New Jersey Power & Light Co. v. Fed- 
eral Power Commission. 


Surcharge Wins Approval 


HE North Carolina commission au- 

thorized the application of a 5 per 
cent surcharge to residential electric 
rates and a 10 per cent surcharge to rates 
for wholesale or large power and mining 
business. The application of the 5 per 
cent surcharge, in the opinion of the com- 
mission, would not produce an unreason- 
able rate. A 15 per cent surcharge, asked 
by the company for the other services, 
was, however, considered excessive. The 
commission explained its views as fol- 
lows: 

The fact that a utility is in the red or that 
it is not earning a fair return on its invest- 
ment is not the only element to be considered 
when a higher rate is applied for owing to a 
pressing need for greater revenue, for the 
reason that the commission cannot prescribe 
other than a just and reasonable rate, al- 
though a higher rate than a reasonable rate 


would be required to produce a fair return; 
then, too, a fair return might require a rate 
which would be apparently reasonable when 
measured by utility and other business stand- 
ards, and yet if this rate should be greater 
than a customer could use with profit in 
this business and cause him to terminate 
service the increased rate if granted would 
defeat instead of win an increase in reve- 
NUE <4 

It is quite patent ... that the petitioner... 
needs a greater spread of revenue over ex- 
penses; however, this unfortunate fact can- 
not be used successfully as grounds for the 
imposition of rates which are unreasonable 
with the hope of plugging a yawning deficit. 
However, the commission feels that the com- 
pany is entitled to some relief and that the 
schedules of the company are susceptible to 
some increases without doing violence to the 
interest of the customers. 


Re Northwest Carolina Utilities, Inc. 
(Docket No. 2535). 
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Higher Industrial Rates Permitted over Objections of 
Dissenting Commissioners 


oa permission to make effective, 
upon less than statutory notice, tariff 
supplements filed by the Pennsylvania 
Power & Light Company was granted by 
the Pennsylvania commission, Commis- 
sioners Buchanan and Beamish filed dis- 
senting opinions, No opinion was filed by 
the majority commissioners. 
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Commissioner Buchanan said that the 
proposal to close out present industrial 
rates and substitute new rate schedules 
at higher levels was “self-serving, taking 
advantage of war conditions and contrary 
to the public interest.” Additionally, he 
pointed out that the commission had in- 
stituted a rate case against the company. 
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From preliminary reports at hand, he 
said, it was evident that a rate reduction 
was quite possible. He declared: 

In view of the fact that a record is being 
made in a rate case, which should permit a 
review of the entire rate structure, it seems 
premature, to say the least, that the proposal 
of the Pennsylvania Power & Light Com- 
pany to increase industrial rates in the Lan- 
caster and other areas should be approved 
by the commission. 


Commissioner Beamish took a similar 
position, stating that he dissented em- 
phatically. He said that the company 
should bring down high rates in other 
communities rather than to increase rates 


|b ie and the owner of two large 
apartment buildings complained 
unsuccessfully to the Pennsylvania com- 
mission. against the denial of private 
branch exchange telephone service to 
nonsubscriber tenants. The telephone 
company successfully defended on the 
ground that rules and regulations forbid 
the resale of service by a subscriber and 
prohibit directory listings of persons not 
associated in business with the subscrib- 
er which indicates the profession or busi- 
ness such a person might be engaged in. 

Three distinct conditions exist with re- 
spect to the arrangement of doctor ten- 
ants: (1) Where the doctor’s office is 
physically connected with his residence ; 
(2) where the doctor maintains an office 
3 a residence in the building but where 
the two premises are not physically con- 
nected; and (3) where the doctor main- 
tains an office in the building but does not 
reside there. The complainants con- 
tended that the company’s rules denying 
physicians the right to receive service 
through the apartment house private 
branch exchange, accompanied by list- 
ings in the classified and alphabetical sec- 
tions of the telephone directory designat- 
ing their profession, were arbitrary and 
unreasonable. Their principal advantage 
appeared to be the secretarial feature of 
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that “have proved profitable and that 
have built up large industrial plants in 
the Lancaster area.”” He expressed the 
opinion that a holding company had been 
“milking” the operating company to such 
an extent that it had a poor cash position. 
He continued : 

The increases will hamper industries en- 
gaged in the national war effort. These are 
heavily burdened with imcreased income 
taxes. The welfare of these industries affects 
the welfare of their employees. The tendency 
of these increases is toward dangerous infla- 
tion. 

Re Pennsylvania Power & Light Co. 
(Special Permission No. 20674). 


e 


Telephone PBX Service Denied to Physicians 
In Apartment Buildings 


the service performed by the operator. 

The company argued that it was 
necessary in the interests of the service 
to the public that all businessmen par- 
ticularly physicians, secure service direct 
from the telephone company rather than 
from a third party, in this case the man- 
agement of the apartment buildings. The 
commission recognized not only the rea- 
sonableness but the necessity of requir- 
ing the elimination of a third person, stat- 
ing: 

The introduction of a middleman in the 
communication field raises many problems 
including that of regulation. Regardless of 
respondent’s tariff provisions governing 
service rates the middleman can and in many 
instances probably does charge the service 
user rates considerably higher than those 
covered by legally filed and effective tariffs. 

. . The record shows that respondent's 
schedule of toll rates is adhered to in billing 
complainants and a 5-cent charge is in effect 
for local service calls. This latter charge is 
somewhat higher than the legally filed and 
effective tariff rate for such service and to 
this extent can be considered a resale of serv- 
ice. 

The commission referred to the deci- 
sion in 1015 Chestnut Street Corp. v. 
Bell Teleph. Co. of Pennsylvania, PUR- 
1931A 19, where it was held that rules 
and regulations limiting extension sta- 
tions and directory listings in connection 
with private branch exchange service to 
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the subscriber and those associated with 
him were reasonable and just and should 
be strictly enforced against all new appli- 
cants for service. 

The commission said it was well to re- 
member that all other physicians, law- 
yers, engineers, and other business and 
professional men in the city were being 


HE Securities and Exchange Com- 

mission authorized acquisition by 
Pacific Power & Light Company of all 
properties, rights, licenses, and assets of 
its wholly owned subsidiary, Inland 
Power & Light Company ; assumption by 
Pacific of all of Inland’s liabilities and 
indebtedness ; and the termination of In- 
land as a separate corporate entity. Since 
the requirements of § 10 of the Holding 
Company Act were found to have been 
met, it was deemed unnecessary to de- 
cide whether the proposed acquisition 
was within the exemption provided by 
§ 9(b) (1) of the act. Re Pacific Power 
& Light Co. (File No. 70-491, Release 
No. 3505). 


The supreme court of Washington 
held that the department of public serv- 
ice, in determining which of two con- 
testing applicants should be granted an 
extension of certificates of public con- 
venience and necessity for bus service, 
is not bound by a private agreement of 
the parties concerning the establishment 
of routes and tariffs as between them- 
selves. Suburban Transportation System 
v. Furse et al. 125 P(2d) 266. 


The circuit court of appeals, tenth cir- 
cuit, in reviewing a decision of the 
United States Board of Tax Appeals in- 
volving taxable gains, observed that 
rates of pipe-line companies are subject 
to regulation by the Interstate Com- 
merce Commission and that a valuation 


furnished telephone service in accord- 
ance with the rules and regulations and 
that to permit an exception would result 
in discrimination. Clerf et al. v. Bell 
Telephone Co. of Pennsylvania (Com- 
plaint Docket No. 12474, Informal Com- 
plaint Docket Nos, 11450, 11451, 11487, 
10789). 


e 


Other Important Rulings 


by that commission for rate-making pur- 
poses is presumed to have been correctly 
and impartially made; and knowing that 
earnings on the rate base fixed by the 
commission were wumnreasonable, _ the 
court said it might assume that the com- 
mission would fix rates that would pro- 
duce only a reasonable return, and, 
therefore, it was error to arrive at the 
market value of assets on the sole cri- 
terion of earnings during earlier years 
projected over the economic life of the 
property. Texas-Empire Pipe Line Co. 
v. Commissioner of Internal Revenue, 


127 F(2d) 220. 


The United States Circuit Court of 
Appeals recently set aside a National 
Labor Relations Board order directing 
the Southern Bell Telephone Company to 
get rid of an employees’ association un- 
affiliated with any national group. The 
board’s order was instigated by a repre- 
sentative of the AFL union of electrical 
workers, which was trying to organize 
Southern Bell employees in nine south- 
ern states. The court said the NLRB had 
abused its discretionary powers and had 
permitted itself to be enlisted as “ac- 
cuser” by a national labor union. The 
court found that the employees’ associ- 
ation had a membership of 17,775 out of 
a possible 20,000 eligible employees and 
that until 1940 (when the AFL organizer 
appeared) no objection or protest was 
ever voiced by any employee against it. 
Southern Bell Telephone Co. v. NLRB. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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SECURITIES AND EXCHANGE COMMISSION 


Re The North American Company, et al. 


[File No. 59-10, Release No. 3405.] 


Intercorporate relations, § 19.8 — Integration of holding company system — 
Selection of principal system. 

1. Issuance of an alternative order indicating what additional systems and 
what other businesses may be retained in addition to various integrated utili- 
systems controlled by a holding company, in integration proceedings under 

§ 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), should 
be denied where the holding company fails to indicate a choice of a prin- 
cipal system, a full record is presented to the Commission upon which final 
and definitive action may be taken, and an alternative order would lead 
to extreme complications because of the existence of several subsidiary 
holding company systems as to which findings would be necessary, p. 266. 


Intercorporate relations, § 19.4 — Integration of holding company system — 
Selection of principal system. 

2. The integrated electric system, previously indicated by a registered 
holding company to be its preference for retention, was taken by the Com- 
mission as the principal system retainable in proceedings under § 11(b) 
(1) of the Holding Company Act, 15 USCA § 79k(b) (1), where retention 
of this system would be appropriate, although the holding company had 
refused to designate which of the systems should be its principal system, 
but further opportunity was afforded to present argument as to whether 
any other system should be so designated, p. 267. 


Intercorporate relations, § 19.5 — Integration of holding company system — Ad- 
ditional systems retainable. 

3. Section 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) 
(1), requires that a registered holding company divest itself of those of 
its utility subsidiaries which are not retainable as part of the holding com- 
pany’s principal system or as part of an additional system or systems meet- 
3 requirements of the (A), (B), and (C) clauses of § 11(b)(1), 
p. 269. 


Intercorporate relations, § 19.5 — Integration of holding company system — Ad- 
ditional systems retainable. 
4. The standards of the (A), (B), and (C) clauses of § 11(b)(1) of the 
Holding Company Act, 15 USCA § 79k(b)(1), for additional systems 
retainable in a holding company system are in the conjunctive and each 
must be satisfied to permit retention of additional systems, p. 269. 


Intercorporate relations, § 19.5 — Integration of holding company system — 
Additional systems — Geographical limitations. 

5. Section 11(b)(1)(B) of the Holding Company Act, 15 USCA § 79k 
(b)(1)(B), bars retention by a holding company of additional systems lo- 
cated elsewhere than in the state in which the principal system operates, or in 
~— adjoining such a state, or in a foreign country contiguous thereto, 

p. 270 
257 43 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


Intercorporate relations, § 19.5 — Integration of holding company system — Aq. 
ditional systems — Adjoining states. 
6. Two states separated by a lake and having no common boundaries on 
land, but having such boundaries in the lake, are adjoining states within 
the meaning of § 11(b)(1)(B) of the Holding Company Act, 15 USCA 
§ 79k(b)(1)(B), relating to the retention of additional systems in ad- 
joining states, p. 270. 


Intercorporate relations, § 19.5 — Integration of holding company systems — 
Additional systems — Substantial economies. 

7. The term “substantial economies” in § 11(b)(1)(A) of the Holding 
Company Act, 15 USCA § 79k(b) (1) (A), relating to retention of addition- 
al systems in ordér to avoid loss of substantial economies, refers to economies 
which may be secured by the systems themselves rather than to economies 
which may be secured by the holding company, and such economies, in or- 
der to satisfy the standard, must be important economies—not merely some- 
thing more than purely nominal or de minimis economies, p. 271. 


Intercorporate relations, § 19.5 — Integration of holding company system — Ad- 
ditional systems — Localized management. 

8. Clause (C) of § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b)(1), barring retention of an additional system so large as to im- 
pair the advantages of localized management, efficient operation, or the ef- 
fectiveness of regulation, would not be satisfied by a combination of sys- 
tems controlled by a registered holding company surrounding large cities 
in different widely scattered sections of the country, each being the focal 
point of a different area or region in a geographical, sociological, and opera- 
tional sense, p. 276. 


Intercorporate relations, § 19.3 — Integration of holding company system — Com- 
bination of gas and electric properties. 

9. Gas and electric utility properties cannot in combination be regarded as 

a single integrated utility system under the Holding Company Act, p. 278. 


Intercor porate relations, § 19.6 — Integration of holding company system — Other 
businesses retainable. 
10. The historical background of the joint control of a nonutility business 
with a utility business has little or no bearing on the permissibility of its 
retention in a public utility holding company system under § 11(b)/(1) 
of the Holding Company Act, 15 USCA § 79k(b) (1), p. 280. 


Intercorporate relations, § 19.6 — Integration of holding company system — Other 
businesses retainable. 
11. The substantiality and stability of income afforded by nonutility inter- 
ests is not, in and of itself, a factor warranting their retention in a public 
utility holding company system under the terms of § 11(b)(1) of the 
Holding Company Act, 15 USCA § 79k(b) (1), p. 281. 


Intercorporate relations, § 19.6 — Integration of holding company system — Other 
businesses retanable — Economies — Joint use. 

12. The mere showing of economies from joint use of personnel is of little 
weight in determining whether a nonutility business may be retained in a 
holding company system under §11(b)(1) of the Holding Company Act, 
15 USCA § 79k(b)(1), but it must be shown that the nonutility business 
is such that resulting economies are economies in the operation of an inte- 
grated utility system or systems, p. 281. 
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Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of nonutility interests — Absence of harm. 
13. More than a showing that no positive harm will result from the reten- 
tion of a nonutility interest in a holding company system is necessary in 
order to satisfy the requirements of § 11(b)(1) of the Holding Company 
Act, 15 USCA § 79k(b) (1); a showing is required that the public inter- 
est will be furthered by such retention, p. 281. 


Intercorporate relations, § 19.6 — Integration of holding company system — Other 
businesses retainable. 

14. Retention by a registered holding company of securities of public utility 
companies which are subsidiaries within the meaning of the Holding Com- 
pany Act is permissible only if the subsidiaries serve as the principal or 
a permissible additional system under Clauses (A), (B), and (C) of 
§ 11(b) (1), 15 USCA § 79k(b) (1), and such retention is not covered by 
the “other business” clauses, p. 282. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of other businesses — Diversity factor. 
15. The mere fact that an investment offers diversity affords no justifica- 
tion for its retention by a public utility holding company under the “other 
business” clauses of § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b) (1), p. 283. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of coal business. 

16. Retention of a coal company in a holding company system is not per- 
missible under § 11(b)(1) of the Holding Company Act, 15 USCA § 79k 
(b)(1), when the coal company’s output is sold almost exclusively to non- 
affiliated purchasers and the interest of the holding company does not repre- 
sent ownership of a vital commodity used in the operations of the public 
utility system, p. 285. 


Intercor porate relations, § 19.6 — Integration of holding company system — Re- 
tention of steam heating business. 
17. Retention of a steam heating business in a holding company system is 
permissible under § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b) (1), where close operating relationship between the steam and the 
electric departments of a utility company is shown, p. 285. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of coal business. 

18. Retention of a coal company in a holding company system under the 
“other business” clauses of § 11(b)(1) of the Holding Company Act, 15 
USCA § 79k(b)(1), is permissible where almost the entire output of the 
coal company is devoted to the permissible utility operations of the system 
and where other facts show intimate relationship between the coal company 
and retainable utility operations, p. 286. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of transportation business. 

19, Retention of a railroad in a holding company system under the “other 

business” clauses of § 11(b)(1) of the Holding Company Act, 15 USCA 

§ 79k(b) (1), is permissible where the railroad has a relatively small amount 

of property and transports as its principal cargo a large portion of the 

coal consumed in permissible utility operations of a holding company sys- 
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tem and where the mines from which such coal comes have been found to be 
retainable, p. 287. 


Intercorporate relations, § 16.6 — Integration of holding company system — Re- 
tention of dormant companies. 

20. Retention in a holding company system of completely dormant compa- 
nies kept alive because of the pendency of litigation arising out of suits com- 
menced while the companies still had assets is not permissible when it is not 
shown that these companies meet the standards of the “other business” 
clauses of § 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) 
(1), p. 288. 


Intercorporate relations, § 19.3 — Integration of holding company system — 
Disposal of properties — Market conditions. 

21. Difficulty of disposition has no relation to permissibility of retention 

of properties in a holding company system under § 11(b)(1) of the Hold- 

ing Company Act, 15 USCA § 79k(b) (1), but is relevant only to the time 
of compliance with orders of disposition, p. 290. 


Intercorporate relations, § 19.3 — Integration of holding company system — Re- 
tention of business — Effect of congressional resolution. 
22. A joint resolution of Congress of January 14, 1933, authorizing ac- 
quisition of interests in a company engaged in the transportation business 
is not a bar to an order pursuant to § 11 of the Holding Company Acct, en- 
acted in 1935, requiring divestment of such holdings, if the standards of 
§ 11(b)(1) of the act, 15 USCA § 79k(b) (1), are not met, p. 292. 


Intercorporate relations, § 19.4 — Integration of holding company system — Ad- 
ditional systems retainable. 


23. No combination of systems should be permitted under Clause (C) of 
§ 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), which 
would impair true localization of management and policy making, p. 296. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of transmission lines. 

24. Retention of transmission lines as a permissible “other business” under 
§ 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), was 
held to be permissible where a natural gas utility company derived its en- 
tire gas supply from transmission lines which bridged the gap from the 
source of supply to the ultimate consumer, although in the ordinary case 
the act contemplates that after compliance with § 11(b)(1) the integrated 
utility systems retainable by a registered holding company will constitute its 
primary business and that retainable nonutility interests will occupy a clear- 
ly subordinate position, p. 297. 

Intercor porate relations, § 19.4 — Integration of holding company system — Phys- 

ical interconnection. 

25. The Commission, in determining the boundaries of an integrated electric 
utility system under § 2(a)(29) of the Holding Company Act, 15 USCA 
§ 79b(a) (29), must find that the utility assets included therein are physical- 
ly interconnected or are capable of such interconnection and that these 
utility assets under normal conditions may be economically operated as a 
single interconnected and codrdinated system, and the language of the 
statute refers to the physical operation of utility assets, not the management 
of the company or companies owning them as a single interconnected and 
coordinated system, p. 300. 


[April 14, 1942.] 
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ROCEEDINGS under § 11(b)(1) of the Holding Company 
Act relating to integration of public utility systems; order 
to dispose of businesses not retainable under the act entered. 


APPEARANCES: Ralph C. Binford, 
Herman Odell, and Ester M. Calkin, 
for the Public Utilities Division of the 
Commission; Sullivan & Cromwell, 
New York, S. Pearce Browning, Jr., 
and Charles S. Hamilton, Jr., of coun- 
sel for The North American Company 
and its subsidiaries, other than North 
American Light & Power Company 
and its subsidiaries; Schenker & 
Schenker, New York, by David 
Schenker, for North American Light 
& Power Company and its subsidiary 
companies. 


By the Commission: This proceed- 
ing under § 11(b) (1) of the Public 
Utility Holding Company Act of 1935 
was instituted by a notice of and order 
for hearing issued by the Commission 
on March 8, 1940, and duly served, 
naming as respondents The North 
American Company (hereinafter 
sometimes referred to as “North 
American”) and its subsidiary com- 
panies. This order, which was based 
upon an examination by the Commis- 
sion of the holding company systems 
of North American and its subsid- 
laries, set forth various factual alle- 
gations and stated further that it ap- 
peared to the Commission that: 


“The holding company system of 
The North American Company is not 
confined in its operations to those of a 
single integrated public utility system 
within the meaning of the act, and to 





1 Appendix A sets forth the names of these 
subsidiaries, the states of their organization, 
and the nature of their business. [Ap i 
omitted herein.] 
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such other businesses as are reasona- 
bly incidental, economically necessary, 
or appropriate to the operations of 
such integrated public utility system.” 

The respondents were ordered to 
answer, “admitting, denying, or other- 
wise explaining their respective posi- 
tions” as to the allegations made. The 
order further provided: 

“Any such answer may include a 
statement of the claim of the respond- 
ents or any of them as to (a) the ac- 
tion, if any, which is necessary and 
should be required to be taken by any 
of the respondents (including the di- 
vestment of control, securities or oth- 
er assets), to limit the operations of 
each of the registered holding compa- 
nies hereinbefore named to a single 
integrated public utility system and 
to such other businesses as are reason- 
ably incidental, or economically neces- 
sary or appropriate to the operations 
of such integrated public utility sys- 
tem; (b) the extent to which any of 
said respondents which is a registered 
holding company should be permitted 
to control one or more additional in- 
tegrated public utility systems as may 
meet the requirements of clauses (A), 
(B), and (C) of § 11(b) (1) of the 
act; and (c) the extent to which any 
of said respondents should be permit- 
ted to retain an interest in any business 
(other than the business of a public 
utility company as such) as provided 
by § 11 (b) (1) of the act. The an- 
swer of any respondent which is a 
registered holding company may, if 
such respondent so desires, state 
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that such respondent proposes and 
is prepared to take such action as 
will cause it to cease to be a holding 
company within the meaning of the 
act, together with a description of 
such action and the time within 
which it proposes to take such ac- 
tion.” 

North American filed its answer 
on May 16, 1940. With minor ex- 
ceptions, the factual allegations of 
the order of March 8th were admit- 
ted. However, it was claimed that 
the act was so “vague and uncer- 
tain” that the respondent had no 
knowledge or information sufficient 
to form a belief as to what consti- 
tutes a single integrated public util- 
ity system and such other business- 
es as may be retained thereunder. 
Section 11(b) (1), and other sec- 
tions of the act implementary there- 
to, were alleged to be unconstitu- 
tional.2, The answer also set forth 
a program of proposed action modi- 
fying the system in some respects. 
The proposed program contemplat- 
ed, inter alia, the retention by 
North American of Union Electric 
Company of Missouri, one of North 
American’s principal subsidiaries, 
and use of the proceeds of liquida- 
tion of other holdings for the ac- 
quisition of properties which could 
be integrated with the properties of 
Union Electric. It was stated that 
this program was based “only upon 
the hypothesis of voluntary action 


by the respondent and shall not be 
construed as restricting the issues 
otherwise arising in this proceed. 
ing.” 

The admitted subsidiaries of 
North American also filed answers, 
almost identical in form, admitting, 
with minor exceptions, the factual 
allegations in our order of March 
8th, and raising issues similar to 
those raised in North American’s 
answer. 

On June 7, 1940, North American 
moved to have the proceedings held 
in abeyance pending voluntary ful- 
fillment of the program set forth in 
its answer, and until the Commis- 
sion made investigations, studies, 
and public recommendations under 
§ 30 of the act, 15 USCA § 792-4. 
On June 18th North American 
moved for a dismissal of the pro- 
ceedings, basing its motion on the 
argument that the Commission is 
without power to issue an order in- 
stituting a proceeding under § 11 
(b) (1) of the act until it has made 
investigations, studies, and public 
recommendations under § 30 of the 
act, and further alleging that the 
notice and order instituting these 
proceedings before studies and rec- 
ommendations were made under 
that section would deprive respond- 
ents of “property without due proc- 
ess of law in violation of the Fifth 
Amendment to the Constitution of 
the United States.” 





2We have repeatedly expressed the view 
that we have no authority to pass on the con- 
stitutionality of the legislation which we ad- 
minister; we must proceed upon the assump- 
tion that the act is constitutional unless and 
until a court in an appropriate proceeding de- 
clares otherwise. Re Engineers Pub. Service 
Co. (1941) Holding Company Act Release No. 
2897, 40 PUR(NS) 1; Re International Utili- 
ties Corp. (1941) Holding Company Act Re- 
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lease No. 3047, 40 PUR(NS) 257. See also 
Panitz v. District of Columbia (1940) 72 App 
DC 131, 112 F(2d) 39; Re Walston & Co. 
(1939) 5 SEC 112, 113; Re J. A. Sisto & Co. 
(1940) 7 SEC 647, 653. Counsel appear to rec- 
ognize this principle and we assume that the 
question of constitutionality has been raised 
here only for the purpose of preserving it in 
the event of any possible judicial review. 
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Both motions were denied.® 

Upon denial of the application of 
the Detroit Edison Company under 
§ 2(a) (8) of the act, 15 USCA 
§ 79b (a) (8), for an order declar- 
ing it not to be a subsidiary of 
North American,* we issued, on Au- 
gust 12, 1940, a supplementary no- 
tice and order naming that company 
and its subsidiaries as respondents. 
The Detroit Edison Company an- 
swered both the original and sup- 
plementary orders. 

Pacific Gas and Electric Compa- 
ny, whose application for an order 
declaring it not to be a subsidiary 
of North American was then pend- 
ing, filed a separate and supple- 
mental answer to the order of 
March 8th. The application for a 
declaration that it is not a subsid- 
iary of North American was de- 


nied on September 11, 1941.5 

On April 9, 1941, counsel for 
North American moved that the 
proceeding be dismissed as to cer- 


tain subsidiaries on the ground that 
they had been dissolved, or that 
North American no longer had any 
interest in them. No objection has 
been made to this motion, and we 
think it may properly be, and it is 
hereby, granted.® 

Requests for leave to intervene 
filed by the Public Service Commis- 
sion of the state of Wisconsin and 
the Public Utilities Commission of 
the District of Columbia, the states 
of Delaware and Maine were grant- 
ed. After the hearings herein were 
terminated, the city of Jacksonville, 
Illinois, served by Illinois Iowa 
Power Company, requested and 
was granted leave to intervene and 
present additional evidence subject 
to reply by respondents. 

Hearings were begun on June 21, 
1940, and terminated on April 15, 
1941. In this period the record was 
developed to present a detailed de- 
scription of the holding company 
systems of North American and its 





8Somewhat similar motions were filed at 
about this same time in various proceedings 
under § 11(b)(1) involving other systems. 
In disposing of such motions, we directed 
that the notices served in such cases be sup- 
plemented by a more detailed statement of the 
Commission’s tentative conclusions with re- 
spect to the action which “the Commission 
has tentatively concluded to be necessary un- 
der the provisions of § 11(b)(1).” See, e. g. 
Re The United Gas Improv. Co. (1940) 
7 SEC 341, 33 PUR(NS) 285; Re The 
Commonwealth & Southern Corp. (1940) 7 
SEC 369; Re Engineers Pub. Service Co. 
(1940) 7 SEC 371. However, it appears 
that in this case the respondents did not 
desire any such supplemental statement of the 
Commission’s tentative conclusions as to what 
action the Commission tentatively believed 
necessary for the North American system un- 
der § 11(b) (1). Rather, it appears that re- 
spondents’ motion was based on the theory 
that the Commission is required to make a 
general survey and general recommendations 
with respect to the entire public utility in- 
dustry before instituting any specific proceed- 
ing under § 11(b)(1). Our views on the is- 
sues thus raised under § 30 of the act are set 
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forth at length in an opinion to be issued 
shortly in the proceeding under § 11(b) (1) 
with respect to the Commonwealth & Southern 
Corporation, et al. 

#Re Detroit Edison Co. (1940) 7 SEC 
968, 35 PUR(NS) 65. A petition for review 
of our order was denied in Detroit Edison 
Co. v. Securities and Exchange Commission 
(1941) 119 F(2d) 730, 39 PUR(NS) 193. 
Certiorari was denied in (1941) 314 US 618, 
86 L ed —, 62 S Ct 105. 

5 Re Pacific Gas & E. Co. (1941) Holding 
Company Act Release No. 2988. A petition 
for review of our order is pending in the cir- 
cuit court of appeals for the ninth circuit. 

6 The companies as to which this motion re- 
lates are Washington and Glen Echo Railroad 
Company, St. Louis and East St. Louis 
Electric Railway Company, Wired Radio, 
Inc., Wired Rediffusion Developments, 
Ltd., St. Charles Electric Light and Power 
Company, Lakeside Light and Power Com- 
pany, Wisconsin General Railway Company, 
Bloomington and Normal Railway, Electric 
and Heating Company, Decatur Light, Heat 
and Power Company, Elkhart Electric Light 
Company, Chicago and Electric Valley Rail- 
road Company. 
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subsidiaries. Requested findings 
and briefs were filed’ and we heard 
argument. 


The North American Company and Its 
Subsidiaries 

North American is the top hold- 
ing company in a system containing 
80 companies which operate in New 
York, Maryland, the District of 
Columbia, Virginia, Ohio, Michi- 
gan, Wisconsin, Illinois, Iowa, Mis- 
souri, Kansas, Nebraska, Minne- 
sota, Texas, Oklahoma, South Da- 
kota, Kentucky, and California. 


The businesses engaged in by sys- 
tem companies include those of 
holding companies, electric utilities, 
gas utilities, natural gas production 
and transmission, steam and hot 
water heating, water supply, urban, 
interurban and railroad transporta- 


tion, terminal and warehousing, 
real estate, coal mining, ice manu- 
facturing and distribution, truck- 
ing, parking lot and filling station 
operations, meter servicing, heavy 
appliance design and manufacture, 
amusement park operations, invest- 
ment companies, oil drilling, and 
gasoline extracting. 

Electric utility operations are 
conducted by system companies in 
the District of Columbia, Maryland, 
Virginia, Ohio, Michigan, Wiscon- 
sin, Illinois, Iowa, Missouri, Kan- 
sas, and California. Appendix B 


' jaries, 


attached hereto [omitted herein] 
conveys some idea of the magni- 
tude of the system’s electric oper- 
ations alone. Excluding the De. 
troit Edison Company and Pacific 
Gas and Electric Company,*® it 
shows that approximately 64,700 
square miles of territory, with an 
approximate population of 6,500- 
000 persons, and an aggregate of 
1,700,000 customers, are served, 
The addition of the Detroit Edison 
Company increases the total popu- 
lation of the areas served by 2,580,- 
000 persons, yielding a total of 9. 
080,000. 

North American system compa- 
nies render gas service in the states 
of Iowa, Missouri, Nebraska, Min- 
nesota, Illinois, Kansas, Wisconsin, 
Michigan, and California. 

The consolidated balance sheet 
of North American and _subsid- 
attached hereto as  Ap- 
pendix C [herein omitted], states 
the assets of the system as $957, 
063,677, as of December 31, 1940. 
Appendix C also contains a consol- 
idated income statement of North 
American and its subsidiaries as of 
the same date.® 

Through the ownership of securi- 
ities, directly and indirectly, of the 
companies in its system, North Amer- 
ican controls an empire whose aggre- 
gate value is stated at a figure in ex- 
cess of $2,300,000,000. 





7 North American Light & Power Company 
(hereinafter sometimes called “Light & Pow- 
er’), a subsidiary of North American and a 
registered holding company, filed a separate 
request for findings and a separate brief, on 
behalf of itself and its subsidiaries. 

® As has been indicated, at the date of the in- 
stitution of this proceeding, applications were 
pending under § 2(a)(8) for orders declar- 
ing the Detroit Edison Company and Pa- 
cific Gas and Electric Company not to be sub- 
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sidiaries of North American; consequently, 
these companies and their subsidiaries were 
excluded in many of the computations made 
with respect to the extent of the operations 
of the North American system. 

9 It should be noted that the policy of North 
American is to include in its consolidated fi- 
nancial statements only subsidiary companies 
in which it holds directly or through subsid- 
iaries voting control and 75 per cent or more 
of the common stock. 
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A chart of the system, showing the 
corporate relationships of companies 
therein and the percentages of voting 
power held by North American and its 
subholding companies, is attached as 
Appendix D. [Herein omitted. ] 

Appendix E [herein omitted] is a 
map showing the location of the elec- 
tric service territories of the system. 

Appendix F [herein omitted] is a 
map showing the location of gas oper- 
ations of the system. 

Appendix G [herein omitted] is a 
map showing the distances of various 
focal points in the areas served from 
the central offices of North American 
at 60 Broadway, New York city. 

It is to this system that we must now 
apply the standards of § 11(b) (1). 
That section provides that it shall be 
the duty of the Commission, as soon 
as practicable after January 1, 1938: 

“(1) To require by order, after no- 
tice and opportunity for hearing, that 
each registered holding company, and 
each subsidiary company thereof, shall 
take such action as the Commission 
shall find necessary to limit the opera- 
tions of the holding-company system 
of which such company is a part to a 
single integrated public-utility system, 
and to such other businesses as are rea- 
sonably incidental, or economically 
necessary or appropriate to the opera- 
tions of such integrated public-utility 
system: Provided, however, that the 
Commission shall permit a registered 
holding company to continue to control 
one or more additional integrated pub- 
lic-utility systems, if, after notice and 
opportunity for hearing, it finds that— 

“(A) Each of such additional sys- 
tems cannot be operated as an inde- 
pendent system without the loss of 
substantial economies which can be se- 
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cured by the retention of control by 
such holding company of such system; 

“(B) All of such additional systems 
are located in one state, or in adjoin- 
ing states, or in a contiguous foreign 
country; and 

“(C) The continued combination 
of such systems under the control of 
such holding company is not so large 
(considering the state of the art and 
the area or region affected) as to im- 
pair the advantages of localized man- 
agement, efficient operation, or the ef- 
fectiveness of regulation. 

“The Commission may permit as 
reasonably incidental, or economical- 
ly necessary or appropriate to the oper- 
ations of one or more integrated pub- 
lic-utility systems the retention of an 
interest in any business (other than 
the business of a public-utility compa- 
ny as such) which the Commission 
shall find necessary or appropriate in 
the public interest or for the protection 
of investors or consumers and not det- 
rimental to the proper functioning of 
such system or systems.” 

This opinion will deal not only with 
the holding company system of North 
American itself, but also with the sta- 
tus under § 11(b) (1) of each holding 
company system headed by subsid- 
iaries of North American (except for 
the holding company system headed 
by Light & Power) which are them- 
selves registered holding companies. 
Subsequent to the closing of the rec- 
ord herein and pursuant to proceedings 
under § 11 (b) (2) of the act, we or- 
dered the dissolution of Light & Pow- 
er. (1941) Holding Company Act 
Release No. 3233, 41 PUR(NS) 306. 
We assume that Light & Power will 
be dissolved in accordance with our 
order and that there will no longer be 
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a holding company system headed by 
Light & Power. Consequently, any 
discussion of the requirements of 
§ 11(b) (1) as they affect the Light 
& Power system would be academic. 
However, the dissolution of Light & 
Power will not per se affect the impact 
of § 11(b) (1) on the holding com- 
pany systems headed by subsidiaries of 
Light & Power which are themselves 
registered holding companies. Those 
subsidiaries are respondents in this 
proceeding and, accordingly, we must 
order them and the holding company 
systems which they head to comply 
with the requirements of § 11(b)(1). 
. The holding company systems to be 
considered, in turn, are headed by the 
following registered holding compa- 
nies (which are listed with appropriate 
indentations to indicate their relation- 
ship to North American and to one 
another ) : 


I The North American Company 
II Union Electric Company of 
Missouri 
Washington Railway 
Electric Company 
Washington and Rockville 
Railway Company of 
Montgomery County 
(North American Light & 
Power Company) 
Vv Northern Natural 
Company 
Illinois Traction Company 
Illinois Iowa Power 
Company 
Des Moines Electric 
Light Company 
I. The Holding Company System of 
The North American Company 
A, The Principal System 
[1] The initial problem faced in the 
43 PUR(NS) 


III and 


IV 


Gas 


VI 
VII 


VIII 


determination of what “one or more 
additional integrated public utility sys- 
tems” the Commission “shall permit a 
registered holding company to con- 
tinue to control” in addition to its op- 
eration of “a single integrated public. 
utility system” is the determination of 
what the “single” or “principal” sys. 
tem shall be. North American has in- 
sisted on its right to choose the princi- 
pal sytsem, but it has also insisted that 
the act “does not require, either ex- 
pressly or by implication, that the hold- 
ing company designate which of the 
systems shall be its principal system.” 
Although it has had adequate oppor- 
tunity, and although it has been re- 
quested to do so on several occasions, 
North American has not yet express- 
ly stated its choice of a principal sys- 
tem, basing its failure to do so on the 
contention that it should be free to 
dispose of its nonretainable properties 
“as circumstances permit’’ without be- 
ing “bound in advance to determine 
which system would be retained.” We 
are requested to issue an alternative 
order, for which “precedent” is said 
to be found in the § 11(b) (1) pro- 
ceedings relating to Engineers Public 
Service Company’ and Common- 
wealth & Southern Corporation.” 

We do not believe an alternative or- 
der is necessary, nor do we think that 
it would be appropriate to a disposi- 
tion “as soon as practicable” of the 
issues here raised. 

The procedure of alternative find- 
ings in the preliminary stages of the 
Engineers Public Service Company 
and Commonwealth and Southern 
Corporation Cases was adopted be- 


10 (1941) 57," Company Act Release 
No. 2897, 40 PUR(NS) 1 





11 (1941) Holding Company Act Release 
No. 2626, 38 PUR(NS) 39. 
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cause, under the particular circum- 
stances there presented, it did not ap- 
pear that such procedure would pro- 
duce any substantial complications or 
result in any material delay. But in 
this case, where there are eight subsid- 
iary holding company systems under 
North American, the combinations 
necessary in the making of findings 
under the (A), (B), (C), and “in- 
cidental business” standards, and in 
the issuance of alternative orders, 
would lead to extreme complications. 
Moreover, as distinguished from the 
fact that the alternative findings pro- 
cedure adopted in the two cases cited 
was utilized only in the intermediate 
stages of those proceedings, this case 
has now reached the stage where hear- 
ings have been completed and where 
our findings and order can be based 
on a record presented to us as full and 
complete. Frequent calls have been 
made upon North American during 
the course of the proceeding from 
service of our original order of March 
8, 1940, through the hearings and at 
oral argument, but it has refused to 
express any choice of a principal sys- 
tem. There has been little point to the 
labor of considering what purports 
to be a complete record if we are now 
merely to await the pleasure of North 
American before disposing of the is- 
sues. Nor can we disregard the fact 
that the statute makes it the “duty” of 
the Commission to require compliance 
with § 11(b) “as soon as practicable 
after January 1, 1938.” 

[2] Accordingly, in our opinion 
and order we have taken the integrated 
electric system operated by Union 
Electric Company of Missouri and its 
subsidiaries (the Union group) as the 
“principal system” retainable by North 
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American. Our reasons for basing 
our opinion and order on retention of 
the Union group as the “principal sys- 
tem” are (1) the indication by North 
American that it would prefer that 
choice, (2) we would regard the re- 
tention as appropriate if called upon 
to pass upon the choice of this system 
by North American. 

(1) North American has, on several 
occasions, indicated that, if required 
to choose a principal system, it would 
choose the Union group. In the tenta- 
tive program set forth in its answer, it 
contemplated retention of its “major 
investment” in the Union group, and 
use of the proceeds of liquidation of 
other holdings for the acquisition of 
properties which could be “integrated” 
with the Union group system. Its 
counsel, in oral argument, stated, as 
an “educated guess,” that North 
American would choose to retain the 
Union group as the principal system 
if it were required to make an elec- 
tion. 

(2) We would regard as appropri- 
ate the choice of the Union electric 
utility system as North American’s 
principal system. As of July 31, 1940, 
Union Electric Company of Missouri 
had the following capitalization : 


First —— and collateral trust 


bonds, 32%, due 1962 
3% Notes, due 1942 ............. 
Advances on open account from 
subsidiaries 
$5 Cumulative preferred stock, no 
par 
Common stock, no par 
Surplus 
North American calculates its equi- 
ty in the assets of the Union system 
(including surplus) at 33.4 per cent 
of the total capitalization. It holds all 
of the common stock, representing 


25.81 per cent of the total capitaliza- 
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tion. This stock was carried on its 
books, at December 31, 1940, at $51,- 
840,780. Union Electric Company 
of Missouri in turn has the following 
interests in the total capitalization, in- 
cluding surplus, of its principal oper- 
ating subsidiaries : 
Union Electric Company of Illinois 100% 
Cupples Station, Light, Heat and 

Power Co. 
Mississippi River Power Company .. 
Iowa Union Electric Company .... 

Dividends received by North Amer- 
ican from Union of Missouri for 
1940 amounted to approximately $5,- 
737,500, the largest amount paid up, 
in that year, by any of its subsidiaries. 
North American’s investment in the 
Union system began in 1901. There 
have thus been forty years of invest- 
ment contact with the Union proper- 
ties. 

Union of Missouri, together with 
the above-named subsidiaries, operates 
an electric utility system in the states 
of Missouri, Illinois, and Iowa. These 
operations are carried on in an area 
centering around St. Louis in the east- 
ern part of Missouri, in adjoining ter- 
ritory in Illinois surrounding the city 
of East St. Louis, in an area surround- 
ing a large hydroelectric plant at Keo- 
kuk, Iowa, and in and around a hydro 
plant at Osage, Missouri. 

The total area served by the group 
contains 3,100 square miles and a pop- 
ulation of 1,500,000. As of May 31, 
1940, the group served a total of 351,- 
565 customers with electricity and, 
in the year ending-on that date, pro- 
duced a total of 2,579,520,155 kilo- 
watt hours of current. Of a total 
name plate production capacity rating 
of 722,500 kilowatts, 237,000 kilo- 
watts are hydro and 485,500 kilowatts 
are steam. 
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All production facilities for electric 
operations of the group are at present 
physically interconnected and centrally 
controlled, and are coordinated with- 
out reference to differences in corpo- 
rate ownership. Transmission line con- 
nections between generating stations 
make it possible to operate the system 
as an entity—coOrdinating, as econo- 
my and necessity require, the hydro 
and steam production units. The group 
owns transmission, subtransmission, 
and distribution lines and substations 
for the carrying of its produced cur- 
rent. 

The operations in Missouri are sub- 
ject to regulation by the Missouri 
Public Service Commission, and in 
Illinois by the Illinois Commerce Com- 
mission. Iowa Union Electric Com- 
pany, which operates in Iowa, is sub- 
ject to municipal rate regulation. 


We find that these electric opera- 
tions of the Union group constitute 
those of a single integrated electric 
utility system within the meaning of 
the act, and that the retention thereof 
as the principal system of North 
American satisfies the terms of § 11 
(b) (1). 

Although, for the reasons indicated, 
we have based our opinion and order 
on retention of the electric utility op- 
erations of the Union group as North 
American’s principal system, we have 
decided to afford North American a 
further opportunity to present argu- 
ment as to whether it desires any sys- 
tem other than the electric utility op- 
erations of the Union group as its prin- 
cipal system. Accordingly, we shall 
entertain a request for further argu- 
ment in this respect and our order, in 
so far as it requires divestment by 
North American, will be subject to 
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modification if, after presentation of 
further argument, such modification 
appears necessary. 


B. The Additional Systems Retaina- 
ble by North American 


Excluding subsidiaries of Light & 
Power, North American subsidiaries 
operate electric, gas, and other facili- 
ties in five distinct areas in addition to 
the St. Louis area of the Union group. 
These are the Washington area (in- 
cluding the District of Columbia and 
adjacent Maryland and Virginia ter- 
ritory) in which subsidiaries of Wash- 
ington Railway and Electric Company 
operate ; the Cleveland area (including 
that city and surrounding territory in 
northeast Ohio) in which Cleveland 
Electric Illuminating Company, a di- 
rect subsidiary of North American, 
operates; the Detroit area (including 
a large area surrounding that city in 
southeast Michigan) in which the De- 
troit Edison Company operates; the 
Wisconsin-Michigan region (includ- 
ing three areas, two centering respec- 
tively around Milwaukee in southeast 
Wisconsin and Appleton in east central 
Wisconsin, and one embracing a large 
part of the northern peninsula of 
Michigan and running south into Wis- 
consin) in which the Wisconsin Elec- 
tric Power, Wisconsin Gas and Elec- 
tric, and Wisconsin-Michigan compa- 
nies (all direct subsidiaries of North 
American) operate; and the Cali- 
fornia area, in which Pacific Gas and 
Electric Company operates. 





12 Since the closing of this record, we have 
approved transactions whereby North Amer- 
ican has transferred its holding in the Wis- 
consin Gas and Electric Company and. Wis- 
consin-Michigan Power Company to Wiscon- 
sin Electric Power Company (1941). Holding 
Company Act Release No. 2950. 
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Counsel for the Public Utilities Di- 
vision has conceded, and we find, that 
the electric operations in each of the 
Washington, Cleveland, Wisconsin- 
Michigan, and Detroit areas constitute 
those of a single integrated public 
utility system within the meaning of 
the act. 

[3, 4] It is of course clear that 
§ 11 (b) (1) requires that a registered 
holding company divest itself of those 
of its utility subsidiaries which are not 
retainable as part of the holding com- 
pany’s principal system or as part of 
an additional system or systems :meet- 
ing the requirements of the (A), (B), 
and (C) clauses of § 11(b) (1). Re 
United Gas Improv. Co. (1941) Hold- 
ing Company Act Release No. 2692. 
It is clear, too, that the standards of 
the (A), (B), and (C) clauses for 
additional systems are in the conjunc- 
tive and that each must be satisfied to 
permit retention of additional systems. 

North American claims that under 
the (A), (B), and (C) standards, it 
may retain the Union, Wisconsin- 
Michigan, and Cleveland systems. It 
has made no claim that these standards 
would permit the retention of any of 
the other systems operated by its sub- 
sidiaries. 

For the reasons set forth below, we 
do not believe that the standards of 
the (A), (B), and (C) clauses of 
§ 11(b) (1) permit the retention of 
any of these systems as “additional 
systems” to the Union group. We 
think that North American’s claim is 
based on a misconstruction of the 
geographical limitations of clause 
(B), of the meaning of the phrase 
“substantial economies” in clause (A), 
and of the limitations of clause (C). 
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1. The Geographical Limitations of 
Section 11(b) (1) (B) 


[5, 6] The meaning of Clause (B)’ 


was the subject of extended considera- 
tion in the Engineers Public Service 
Company™ Case. We there conclud- 
ed that under clause (B) (even as- 
suming compliance with clauses (A) 
and (C)) additional systems could be 
retained only if they are “located in a 
state in which such single system [i. e., 
the ‘principal’ system] operates, or in 
states adjoining such a state, or in a 
foreign country contiguous thereto.” 

The electric operations of the Un- 
ion group, which we have taken as 
the principal system, are carried on in 
Missouri, Illinois, and Iowa. Clause 
(B), therefore, clearly bars the reten- 
tion of the Cleveland, Washington, 
and California utility operations as 
additional systems. Whether the inte- 
grated electric utility system of the 
Wisconsin-Michigan companies can 
be retained under clause (B) as a sys- 
tem additional to the Union system 
depends on whether the former sys- 
tem is “located in states ad- 
joining” a state in which the Union 
group operates. Of course, Wiscon- 
sin and Illinois have common bounda- 
ries; but most maps leave ambiguous 
the status of Michigan and Illinois as 
“adjoining.” The latter two states 
are, apparently, completely separated 
by Wisconsin, Indiana, and Lake 
Michigan. They “adjoin” only if 
their boundaries in fact meet in Lake 
Michigan. We have concluded that 
Illinois and Michigan may properly 
be regarded as “adjoining” by reason 
of common boundary lines. 


“Tllinois was admitted as a state 
with its present boundaries by resolu- 
tion approved December 3, 1818 (3 
Stat. L. 536). The enabling act de- 
fines these boundaries as follows (3 
Stat. L. 429) : 

“The said state shall consist of all 
the territory included within the fol- 
lowing boundaries, to wit: Beginning 
at the mouth of the Wabash river; 
thence up the same and with the line of 
Indiana, to the northwest corner of 
said state; thence, east with the line 
of the same state, to the middle of 
Lake Michigan; thence north along 
the middle of said lake to the north 
latitude 42 degrees 30 minutes ; thence 
west to the middle of the Mississippi 
river ; and thence down along the mid- 
dle of that river to its confluence with 
the Ohio river; and thence up the lat- 
ter river along its northwestern shore 
to the beginning.”** (Italics supplied.) 


“Michigan was admitted to the Un- 
ion on January 26, 1837 (5 Stat. L. 
144), with the proviso and bounda- 
ries given in the enabling act as fol- 
lows (5 Stat. L. 49): 

; thence (from the main 
channel of the Menomonie river) 
. . . tothe center of the most usual 
ship channel of the Green bay of Lake 
Michigan; thence through the center 
of the most usual ship channel of the 
said bay to the middle of Lake Mich- 
igan; thence through the middle of 
Lake Michigan, to the northern bound- 
ary of the state of Indiana, as that line 
was established by the act of Congress 
of the 19th of April, 1816; thence due 
east, with the north boundary line of 





18 (1941) Holding Company Act Release 
No. 2897, 40 PUR(NS) 1. 

14 United States Department of the Interior, 
Geological Survey Bulletin 817, “Boundaries, 
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Areas, Geographic Centers, and Altitudes of 
the United States and the Several States” 
(2nd Ed.) p. 193 
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the said state of Indiana, to the north- 
east corner thereof; and thence, south, 
with the east boundary line of Indiana 
to the place of beginning.” (Italics 
supplied. ) 

Since we find that Michigan and 
Wisconsin adjoin Illinois, a state in 
which the Union group operates, we 
hold that the retention of the Wiscon- 
sin-Michigan system would not be 
barred by clause (B).%° 

North American’s counsel has at- 
tempted to justify the retention of the 
Cleveland properties on the ground 
that : 

“Wisconsin adjoins Illinois—we 
have properties in Wisconsin; Michi- 
gan adjoins Wisconsin—we have 


properties in Michigan, in the northern 
peninsula there; and we have proper- 
ties in Ohio which adjoin [sic] Michi- 
gan.” (Oral Argument, p. 58.) 
This might be characterized as the 


“chain” theory of clause (B). Car- 
ried to its logical conclusion, it would 
permit the retention of properties from 
one coast of the country to the other, 
as long as the holding company retains 
property in each state of the chain of 
states. We think that the invalidity of 
this contention is too apparent to re- 
quire further comment here. See our 
discussion of clause (B) in the En- 
gineers Public Service Company Case, 
supra. 

We conclude, therefore, that, based 
on the electric utility operations of the 
Union group as North American’s 
principal system, clause (B) bars re- 


tention of the systems of the Cleve- 
land, Washington, and California 
companies. It does not bar retention 
of the integrated systems of the Wis- 
consin-Michigan group or of the De- 
troit Edison Company.”” 
Nevertheless, we have concluded 
that.retention of the Wisconsin-Mich- 
igan or Detroit properties as addi- 
tional systems to that of the Union 
group is not permissible under the 
standards of clauses (A) and (C). 


2. The Standard of “Substantial 
Economies” in Section 11(b) 
(1) (A) 

[7] We cannot permit the reten- 
tion of “additional systems” by a reg- 
istered holding company unless we find 
that the standards of clauses (B) and 
(C) have been satisfied and that, in 
accordance with clause (A): 

“Each of such additional systems 
cannot be operated as an independent 
system without the loss of substantial 
economies which can be secured by the 
retention of control by such holding 
company of such system.” 

The phrase “substantial economies” 
in clause (A) refers to economies 
which may be secured by the systems 
themselves rather than to economies 
which may be secured by the holding 
company. This was the clear intent of 
Congress (see H. R. Rep. No. 1903, 
74th Cong. Ist Sess. (1935) p. 71) 
and, in fact, argument by all counsel 
in this case has been premised on this 
view. 





15 Td., p. 197. 

16 By the same reasoning, clause (B) would 
fot bar retention of the Detroit Edison sys- 
tem as an additional system. However, North 
American has not claimed that such retention 
ls permissible under the standards of clauses 
(A), (B), and (C), and has not attempted 
to prove corapliance with the standards of 
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clauses (A) and (C), but has argued that its 
“investment” in that company may be re- 
tained on other grounds. This problem will 
be dealt with later in this opinion. 

17 The question of the retention of inte- 
grated systems or properties of subsidiaries of 
Light & Power as additional to the Union sys- 
tem is referred to in note 19, infra. 
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Counsel for North American has, 
however, attempted to minimize the 
requirement of “substantial econo- 
mies” and to argue that the phrase 
means only something more than 
“purely nominal” or “de minimis” 
economies. In support of this propo- 
sition, counsel has cited cases involving 
will contests, taxation, evidence, and 
exemption from the act under § 3(a) 
(1), 15 USCA § 79c (a) (1). 

We think that the cases which have 
been cited are of little aid in the inter- 
pretation of the phrase “substantial 
economies” and that the phrase must, 
rather, be construed in the light of its 
context and the policy of the act. The 
normal and usual meaning of the word 
“substantial” is a meaning connoting 
“important.” And we think that this 
normal and usual meaning is compelled 
here. The degree of importance must 
be measured against the vital policy 
to which clause (A) is an exception, 
i. e., the policy of limiting holding 
companies to the operation of a single 
integrated public utility system. 

Some light on the background 
against which this clause was drafted 
may be found in certain remarks made 
by Senator Wheeler in interpreting the 
action taken by the Conference Com- 
mittee on the legislation : 

“After considerable discussion the 
Senate conferees concluded that the 
furthest concession they could make 


would be to permit the Commission to 
allow a holding company to control 
more than one integrated system if the 
additional systems were in the same 
region as the principal system and 
were so small that they were incapable 
of independent economical operation 
1918 

These remarks reinforce the conclu- 
sion that clause (A) was intended as a 
significant standard to be applied only 
where there was a strong reason for 
an exception to the general policy of 
permitting retention of only one inte- 
grated system. They are certainly not 
consistent with the suggestion of coun- 
sel for North American which, in ef- 
fect, urges us to disregard the word 
“substantial.” We conclude, therefore, 
that to warrant an exception to the 
limitation of a holding company sys- 
tem to a single integrated public utili- 
ty system and to satisfy the standard 
of clause (A), respondent must show 
that important economies will be lost 
if the holding company’s control of 
such system is severed. 

On the basis of the record before us, 
we cannot find that “substantial econ- 
omies” would be lost by the separation 
from the holding company relation- 
ship of any of the electric utility sys- 
tems now operated by subsidiaries of 
North American.” 

Cogent support for this conclusion 
is found in North American’s stated 





1879 Cong. Rec. 14479 (Italics supplied.) 

19 The retention of gas systems under the 
standards of clauses (A) and (C) is dis- 
cussed infra, p. 278. 

The utility properties of subsidiaries of 
Light & Power are, of course, part of the 
North American system. North American 
has presented no evidence or argument di- 
rected to the question whether any of these 
utility properties can be retained under the 
act along with the Union system and since we 
cannot, on the basis of the record, find that 
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such properties may be retained by North 
American as part of its principal system or 
as an additional system or systems meeting the 
(A), (B), (C) standards, we must order 
their divestment. However, our order requir- 
ing North American to divest itself of its 
interest in Light & Power and Light & Pow- 
er’s subsidiaries does not foreclose the filing 
of applications in the future looking to the 
possible integration of any of these properties 
with the retainable properties of North Amer- 
ican. 
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policy. It has, according to its coun- 
sel, operated for more than twenty 
years on the theory that “each operat- 
ing group should have a strong local- 
ized management, which was aided by 
the advice and counsel of the holding 
company, to avoid the dangers of local 
stagnation.” 

As nearly as can be determined from 
the record in this case, North Ameri- 
can leaves operations and operational 
policy to the managements of its sub- 
sidiaries. It certainly cannot claim 
that, in so far as the day-to-day opera- 
tion of a public utility business is con- 
cerned, independence of the companies 
in its system will cause the loss of sub- 
stantial economies. 

North American rests its arguments 
under clause (A) on other grounds. 
The bases for its contentions in this 
respect are alleged to be (a) its as- 
sistance to subsidiaries in their financ- 
ing, (b) its advisory and consultative 
facilities, and (c) the benefits from its 
intercompany committees. 

(a) Assistance in financing. North 
American’s participation in and domi- 
nation over financing matters of its 
subsidiaries has, in the past, constitut- 
ed North American’s most important 
activity in its subsidiaries’ affairs. Op- 
erating heads of its subsidiaries have 
testified to the completeness with which 
North American takes over the plan- 
ning and handling of securities flota- 
tions. One by one they have disclaimed 
the ability to build, within their own 
groups, talent to meet their local finan- 
cial problems. They have claimed that 
such talent would be expensive and 
that it would be wasted because of the 
infrequency of its exercise, if limited 
to individual groups. 

While we cannot accept the premise 
[18] 
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that the problems of financing inde- 
pendent public utility companies are 
too complicated and difficult for the 
average local management of average 
business capability, we are willing to 
make that assumption arguendo in 
testing North American’s claim that 
it would be uneconomical for any of 
the subholding company systems to 
employ officers and.a staff capable of 
handling financial problems. 

In assessing this claim, the state- 
ments of North American counsel in 
argument before us are pertinent: 

“North American’s subsidiaries il- 
lustrate the tremendous growth prob- 
lem and need for capital. Thus, the 
Wisconsin group which had outstand- 
ing $15,764,000 in securities in 1900, 
rose to $55,670,000 in 1920 and more 
than $156,000,000 by 1940. The St. 
Louis group, with a capitalization of 
$8,200,000 in 1904, rose to $40,878,- 
000 in 1920 and $193,605,000 in 1940. 
Cleveland, when control was acquired 
by North American in 1922, had a 
total plant account of $41,200,000 
which increased to $128,000,000 by 
1930 and $148,200,000 in 1940.” 

The Cleveland Electric Illuminating 
Company has, to date, issued 34 issues 
of debt securities, 13 issues of pre- 
ferred stock, and 29 issues of common 
stock. The nature and amounts of 
the securities of the three Wisconsin- 
Michigan companies have fluctuated 
greatly year by year. The testimony 
on behalf of the Union group indicates 
that its financing problems are also of 
“considerable magnitude.” North 
American has been forced to concede 
the magnitude of Union’s financing. 
It would seem, in view of the conten- 
tion that where there is little financing 
it is not economical to maintain a finan- 
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cial staff, that Union should have such 
a staff because of its volume of financ- 
ing. But here it is argued, somewhat 
inconsistently with the argument in 
respect of the other groups, that the 
maintenance of a local financing staff 
for the Union group would involve 
considerable expense and would not, 
for that reason, be advisable. 

We think that North American’s ar- 
gument is, in fact, self-defeating. The 
normal development of a management 
faced with financing problems recur- 
ring as often as they do in the utility 
industry would appear to be toward 
familiarity with the problems involved. 
If we accept the testimony before us, it 
may well be the fact that North Ameri- 
can’s usurpation of the handling of 
its subsidiaries’ financing problems 
has retarded that development in the 
managements of its subsidiaries.” 
But we are by no means convinced 
that it would be uneconomical for the 
subsidiary systems to maintain a per- 
sonnel equipped to deal with their 
own local financial problems. And if 
it be the fact that the present manage- 
ments of the system companies are in- 
capable of holding their own in finan- 
cial negotiations, independence will 
permit stockholders in those compa- 
nies to substitute capable management. 


Although sufficient motives for ac- 
tive intervention in financing by North 
American, other than a desire to aid 
and assist its subsidiaries, may exist. 
We are not concerned with them here. 
We hold that it has nowhere been 
shown that such financing could not 
have been done, and done without the 
loss of substantial economies, without 
North American’s participation.” 

The further argument has been 
made that severance of North Ameri- 
can’s control would deprive the subsid- 
iary systems of an important source 
of financing. In support of this ar- 
gument, North American’s counsel has 
cited the testimony of a vice president 
of Wisconsin Electric Power Compa- 
ny to the effect that : 

ye the North American Com- 
pany, over the years, has been our 
financial backer and as a result we 
have been freer to devote our major 
attention to other phases of the busi- 
ness.” 

Advances by North American to its 
subsidiaries are cited to reinforce the 
argument. 

Consideration of the record in this 
respect leaves us in no doubt, however, 
that severance of the subsidiary sys- 
tems from North American would not 
deprive them of any “substantial econ- 





2 The president of Potomac Electric Pow- 
er Company, principal operating subsidiary of 
Washington Railway and Electric Company, 
was forced, by reason of his denial of knowl- 
edge of financial matters, to admit that he was 
not competent to judge the success of his com- 
pany in securities flotations effected with the 
aid of North American as compared with 
companies outside the system. 

%1The importance and value to a holding 
company of being able to dominate its sub- 
sidiaries’ financing and to control the flow, 
through underwriting channels, of millions of 
dollars of securities are too obvious to need 
discussion. 


22 A questionable exception is the evidence 
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bearing on the insistence of Edwin Gruhl in 
1932 (while he was president of North Amer- 
ican) that bonds to finance the Wisconsin- 
Michigan properties be issued to the extent of 
$5,000,000 over the amount then needed. It 
was stated that the money was used to ad- 
vantage in building a generating plant at low 
cost during the depression and that Gruhl’s 
action was based on “great vision.” 


Refundings at lower interest rates within the 
past few years, cited as evidence of North 
American’s aid, have certainly not been pecul- 
iar to the North American system. It is 
common knowledge that public utilities, as 
well as industry as a whole, have been enable 
to scale down interest by advantageous re- 
fundings. 
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omies” respecting the borrowing of 
money. In support of the above-quoted 
testimony the witness cited advances 
by North American to Wisconsin Elec- 
tric Power Company in 1920 carrying 
interest at 64 per cent. There have 
been no advances from North Ameri- 
can to its subsidiaries since 1935. In 
fact, there were substantial periods 
when North American borrowed from 
its subsidiaries for the purpose of lend- 
ing money in the call-money market.™ 
Thus, Union Electric Company of 
Missouri at one time had balances as 
high as $9,258,000 outstanding against 
North American, and in 1932, Wis- 
consin Electric Power Company had 
a balance due from North American 
in the amount of $3,429,000.%* More- 
over, whereas interest rates paid by 
subsidiaries to North American for 
sums borrowed during the period from 
1915 to 1930 varied from 44 per cent 
to 84 per cent, North American paid 
interest to its subsidiaries at a rate 
generally lower than current call- 
money rates. We certainly cannot find 
that the cessation of this credit inter- 
flow would result in the loss of “‘sub- 
stantial economies” to the subsidiary 
companies. 

(b) Advisory and consultative fa- 
cities. The operating heads of various 
North American subsidiaries have ac- 
knowledged indebtedness to North 
American for the advice and consulta- 
tion afforded by. its staff on manage- 
ment problems. It does appear that 
there has been some interchange of 
ideas with respect to budgeting, tax 
matters, major installations, and ac- 
counting matters. However, it 





This practice was justified as “ assis- 
tance” to subsidiaries “in earning some re- 
turn on that money.” 

In 1929 this balance was $8,510,000. 
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should be noted that North American’s 
entire operating division consists of 
eight persons, including three clerks, 
two engineers, a rate specialist, and 
two executives who are not engineers. 

There is nothing in the record to in- 
dicate that a cessation of this advice 
and consultation would cause the loss 
of any substantial economies to subsid- 
iary systems. North American, it 
is claimed, holds itself open for advice 
and consultation “to avoid the dangers 
of local stagnation.” This claim may 
be measured against the view uttered 
by one of North American’s own 
witnesses : 

“In the electrical industry as a 
whole, I refer to the utility industry 
primarily, there is a great freedom of 
interchange of ideas, facilities, and in- 
formation.” 

We may assume that the character 
of the electric utility industry will not 
change so drastically in the future as 
to permit companies which have been 
severed from the North American 
system to fall into “local stagnation.” 

(c) The intercompany committees. 
North American subsidiaries (other 
than Light & Power and its subsid- 
iaries, and Pacific Gas and Electric 
Company) have representation on 
three system committees which serve 
as a clearing house for technical and 
accounting information. The record 
indicates that the operation of these 
committees has been of some benefit to 
the participating companies. The 
same witnesses who testified to the 
value of the committees also testified 
that the committees could not survive 
a rupture in the affiliated status of the 
members. We are unable to under- 
stand why—if the value of the com- 
mittees is so patent—the self-interest 
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of the participating companies would 
not compel their retention. We see no 
obstacle to the retention of such com- 
mittees outside the North American 
system and we think that their dissolu- 
tion would only be proof of the in- 
substantiality of the “economies” re- 
sulting from them. We cannot find, 
therefore, that by reason of the inter- 
company committees substantial econ- 
omies wil be lost by the severance of 
North American’s control of the sub- 
sidiary systems. 


3. The Standard of Size in § 11 
(b) (1) (C) 

[8] Were North American to sat- 
isfy all of the limitations in clauses 
(A) and (B) with respect to the elec- 
tric utility systems which it claims it 
can keep as additional systems to the 
Union group under the (A), (B), and 
(C) clauses, retention of these sys- 
tems would nevertheless not be per- 
missible, for we cannot find that such 
systems meet the tests posed by clause 
(C).* A holding company cannot re- 
tain, in addition to its principal sys- 
tem, any other system which results in 
a combination of systems “. . . so 
large (considering the state of the art 
and the area or region affected) as to 
impair the advantages of localized 
management, efficient operation, or the 
effectiveness of regulation.” 

The bulk of the service area of the 
Union group centers around St. Louis, 
Missouri. Such operations as it con- 
ducts in Illinois center around East St. 
Louis, directly across the Mississippi 





25 As has been stated, no attempt has been 
made by North American to show that any 
of the various subsidiary systems of Light & 
Power might be: retained as additional sys- 
tems to the Union group under the standards 
of clauses (A) and (C). See footnote 19, 
supra. 
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river from St. Louis. The Wisconsin- 
Michigan properties spread from the 
northern boundary of the United 
States in the Michigan Peninsula to 
the southeastern part of Wisconsin, 
where the operations center around 
Milwaukee. The Detroit Edison 
Company operates in an area radiating 
out of Detroit, Michigan. The Cleve- 
land properties serve an area sur- 
rounding the city of Cleveland and 
containing 1,700 square miles with a 
population of 1,500,000. 

Clause (C) enjoins us to consider 
the “area or region” affected in deter- 
mining whether the advantages of lo- 
calized management, efficient opera- 
tion, or the effectiveness of regulation 
will be impaired. We have indicated 
in the Engineers Public Service Com- 
pany Case, supra, that the singular 
form of the phrase “area or region” in 
clause (C) is material in determining 
what additional systems are permissi- 
ble under clause (B). The fact that 
this phrase is in the singular is mate- 
rial, also, in a determination of what 
is meant by the term “localized man- 
agement” in clause (C). The lan- 
guage of that clause, taken together 
with the legislative history exhaustive- 
ly commented on in the Engineers 
Case, makes it apparent that an inten- 
tion is manifested to prevent retention 
of additional systems where such re- 
tention will result in control by the 
same interests of unrelated properties 
in widely separated areas. 

The language of clause (C) finds 
an almost identical counterpart in the 
definition of an integrated electric 
utility system contained in § 2(a) 
(29) (A). That definition describes 
a system having certain physical char- 
acteristics and which is, further “. . . 
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confined in its operations to a single 
area Or region, in one or more states, 
not so large as to impair (considering 
the state of the art and the area or 
region affected) the advantages of lo- 
calized management, efficient opera- 
tion, and the effectiveness of regula- 
tion.” 

Similar language appearing in dif- 
ferent sections of a statute is normally 
to be given the same meaning.** The 
use of this similar language in § 2(a) 
(29) (A) and in clause (C) of § 11 
(b) (1), in our opinion, casts consid- 
erable light on the meaning of the size 
standards of clause (C) and would 
seem to indicate that similar consid- 
erations are involved in applying the 
size standards of clause (C) to a com- 
bination of principal and additional 
systems, as are involved in applying 
the size standards of § 2(a) (29) 


(A) to determine the maximum limits 


of a single integrated system. How- 
ever, it is not necessary in this case to 
decide whether the act compels such a 


conclusion. Viewed in any light and 
standing by itself, clause (C) could 
not be satisfied by a combination of 
the Union group properties with those 
of the Wisconsin-Michigan, Detroit 
Edison, or Cleveland systems. 


Milwaukee and St. Louis are 285 
miles apart. Detroit and St. Louis 
are 415 miles apart. Cleveland and St. 
Louis are 424 miles apart. Each of 
the systems operating in the vicinity 
of these cities is a vast enterprise.*’ 
The operations of each center around 
a large city which dominates the life 
of the area surrounding it. Each is 
the focal point of a different “area or 
region,” in a geographical, sociologi- 
cal, and operational sense. 

We are not persuaded by North 
American’s argument that the present 
local character of the management of 
its subsidiaries shows that a combina- 
tion of the St. Louis, Wisconsin-Mich- 
igan, Detroit Edison, and Cleveland 
properties would satisfy the standards 
of clause (C).% As assured as we 
might be of the completeness of this 
localized management, it cannot be 
guaranteed that this policy of North 
American’s management will remain 
unchanged or that the present manage- 
ment of North American will remain 
forever in power. Light & Power’s 
policy with respect to localization of 
its subsidiaries’ managements changed 
swiftly when North American as- 
sumed active control. So may North 
American’s policy change with a 





% United States v. Cooper Corp. (1941) 
312 US 600, 85 L ed 1071, 61 S Ct 742. 

7 The Union group in 1939 sold 2,140,509,- 
187 kilowatt hours to 249,096 customers in an 
area of 3,100 square miles. The consolidated 
capitalization of the Union group (including 
7 was $203,444,978 at December 31, 


The Wisconsin-Michigan group in 1939 sold 
1,194,464,505 kilowatt hours to 250,770 cus- 
tomers in an area of 8,289 square miles. At 
December 31, 1939, the book value of the 
electric properties alone of these companies 
was $140,315,612. 

The property and plant account of the De- 
troit Edison Company, as of June 30, 1940, 
was $327,619,644 before deduction of reserves. 

The Cleveland system in 1940 sold 1,841,- 
085,543 kilowatt hours to 330,000 customers in 
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an area of 1,700 square miles. As of Decem- 
ber 31, 1940, the consolidated property and 
plant account of Cleveland Electric [lluminat- 
ing Company was $148,223,464 before deduc- 
tion of depreciation reserves, and $113,641,751 
after such deduction. 

28 North American has stated that its un- 
awareness of certain activities of persons con- 
nected with the management of the Union 
group (which activities have resulted in the 
recent conviction of Union Electric and its 
chief executive officer for wilful violation of 
§ 12(h) of the Public Utility Holding Com- 
pany Act), 15 USCA § 79I(h), illustrates 
the extent of its localization policies. If we 
accept this statement, it would seem to be 
persuasive evidence that North American’s 
utility empire has grown too large for effi- 
cient management. 
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changed management. We must, un- 
der the statute, look to size and the 
area or region affected, not to the pol- 
icy of a particular management group, 
in making our determination. 

For the reasons stated, we cannot 
find that a combination of either the 
Wisconsin-Michigan, the Detroit Edi- 
son properties, or the Cleveland sys- 
tem with the Union group would sat- 
isfy clause (C). 


4. The Retention of Gas Systems 


[9] The contention is urged upon 
us here, as it was in the Columbia Gas 
& Electric Corporation® and the 
United Gas Improvement Company® 
Cases, that gas and electric properties 
may be retained together as parts of a 
single integrated public utility system. 
That contention was considered and 
reconsidered at length in the above- 
mentioned cases, and rejected. No ar- 
gument has been presented and no evi- 
dence has been adduced herein which 
would lead us to change our conclu- 
sion in this respect. On the authority 
of, and for the reasons discussed in, 
the Columbia Gas and United Gas Im- 
provement Cases, supra, we hold that 
gas properties may be retained by 
North American only if such gas prop- 
erties are part of an integrated gas 
utility system retainable as an “addi- 
tional system” under the (A), (B), 
(C) standards of § 11 (b) (1). 

Gas facilities are operated by both 
Wisconsin Gas and Electric Company 
and Wisconsin Michigan Power Com- 
pany in the Wisconsin-Michigan 
group. Gas operations are also con- 


ducted by the Detroit Edison Com- 
pany, Pacific Gas and Electric Com- 
pany, certain subsidiaries of Light & 
Power, and the Union group. We 
have determined that the electric util- 
ity systems operated by the Wiscon- 
sin-Michigan companies, the Detroit 
Edison Company, Cleveland Electric 
Illuminating Company, and Pacific 
Gas and Electric Company,™ cannot 
be retained by North American in 
combination with the Union group 
and no attempt has been made to show 
that any of the electric utility systems 
operated by any subsidiary of Light & 
Power can be so retained. Since such 
relationships as have been shown be- 
tween gas and electric operations deal 
with the gas and electric operations of 
each individual group, rather than 
with the gas operations of one group 
and the electric operations of another, 
there is no evidence which would per- 
mit us to find that any gas properties 
outside the Union group territory can 
be retained in combination with the 
Union group. 

The gas operations in the Union 
group territory are conducted by 
Union Electric Company of Illinois, a 
subsidiary of Union Electric Company 
of Missouri, in Alton, Illinois ; by lowa 
Union Electric Company, also a sub- 
sidiary of Union Electric Company of 
Missouri, in Keokuk, Iowa; and by St. 
Louis County Gas Company, a direct 
subsidiary of North American, in an 
area surrounding the city of St. Louis. 
The gas operations of the three com- 
panies are located within the electric 
service territory of the Union group. 





22 (1941) Holding Company Act Release 
No. 2477, 37 PUR(NS) 288. 

80 (1941) Holding Company Act Release 
No. 2692. 
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81 Respondents’ argument with respect to 
retention of North American’s interest in the 
Detroit Edison Company and Pacific Gas an 
Electric Company as “investments” is con- 
sidered infra, p. 282. 
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Although the gas operations of the 
Iowa and Illinois companies are rela- 
tively small, the total assets of the St. 
Louis County Gas Company amounted 
at May 31, 1940, to the substantial 
sum of $9,944,909. 

We find that the gas operations of 
the three companies constitute those 
of three integrated gas utility systems. 
It is clear that retention of these sys- 
tems in addition to the electric opera- 
tions of the Union group would satisfy 
clause (B). More difficult questions 
are presented, however, under the 
standards of clauses (A) and (C). 
Evidence has been introduced to show 
the use of joint personnel and facili- 
ties and close operating and manage- 
rial relationships between the gas and 
electric operations. It has been stated 
that the mutual performance of meter 
reading, billing, engineering, mainte- 
nance, and the like, as between Union 
of Missouri and St. Louis County Gas, 
alone, results in annual savings of 
$230,000 per annum. There is no in- 
dication of the method by which this 
figure has been calculated. And, more 
important, there is nothing in the rec- 
ord from which we can compare the 
alleged economies resulting from use 
of joint personnel and facilities with 
the possible increased economies and 
efficiency which might result from the 
independent operation of the gas sys- 
tems. Such a comparison would seem 
to be particularly pertinent to the 
question presented under clause (A) 
—whether the gas systems cannot be 
operated independently “without the 
loss of substantial economies which 
can be secured by the retention of con- 
trol” of these systems and the electric 
operations of the group by the same 
holding company. 
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In many branches of consumer use, 
gas and electricity are natural competi- 
tors. Especially when both operations 
are conducted in the same territory, 
joint control creates the danger that 
one business may be suppressed in fa- 
vor of the other or be made to carry 
the other.. Economies claimed to re- 
sult from joint operations must be 
measured against the possibility that 
independence will permit unsuppressed 
development and growth for both 
types of businesses. 

We are not satisfied that this record 
contains an adequate exploration of 
the relevant evidence bearing on the 
question whether retention of these 
gas systems in addition to the electric 
operations of Union would satisfy the 
standards of clauses (A) and (C). 
We have therefore decided not to 
make any findings on this matter at 
this time. We shall direct that the 
record be reopened for the purpose of 
receiving further evidence bearing on 
the permissibility under the act of re- 
tention of the gas operations of the 
Union group—including those of the 
St. Louis County Gas Company—in 
addition to the electric operations of 
the group. To afford respondents and 
our staff an opportunity to prepare for 
the introduction of such evidence, our 
order setting the date for the fur- 
ther hearing will contain a statement 
of the specific matters upon which we 
desire to have additional evidence pre- 
sented. 


C. The “Other Businesses” Retain- 
able by North American 


A registered holding company is re- 
quired by § 11 (b) (1) to limit its 
operations to a single integrated pub- 
lic utility system, to such additional 
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public utility systems as meet the 
standards of clauses (A), (B), and 
(C), and to “such other businesses as 
are reasonably incidental, or economi- 
cally necessary or appropriate to the 
operations of such integrated public- 
utility system. .’ The section 
provides further that “The Commis- 
sion may permit as reasonably inciden- 
tal, or economically necessary or ap- 
propriate to the operations of one or 
more integrated public-utility systems 
the retention of an interest in any busi- 
ness (other than the business of a pub- 
lic-utility company as such) which the 
Commission shall find necessary or ap- 
propriate in the public interest or for 
the protection of investors or consum- 
ers and not detrimental to the proper 
functioning of such system or sys- 
tems.” (Italics supplied.) 


North American controls directly 
certain companies engaged in the in- 


vestment, real estate, and coal busi- 
nesses. The Union group, in addition 
to the electric operations which we 
have determined may be retained by 
North American as an integrated pub- 
lic utility system, also conducts heat- 
ing, real estate, coal, and railway busi- 
nesses. It is claimed that interests in 
all of these businesses may be retained 
under the “other business” clauses of 
§ 11 (b) (1). North American has 
also argued that it may retain its in- 
terests in the Detroit Edison Company 
and Pacific Gas and Electric Company 
as “investments” under these clauses. 

In the course of argument respecting 
retention of nonutility interests, coun- 
sel for the respondents cited the Amer- 
ican Water Works and Electric Com- 
pany Case (1937) 2 SEC 972, in sup- 
port of his contention that we are re- 
quired to make “affirmative findings 
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that North American may re- 
tain its minority utility investments 
and all of the other businesses con- 
trolled within the holding company 
system.” We think it is clear that the 
American Water Works Case is not 
authority for the retention of all of 
the interests for which counsel con- 
tends. We think that it is appropriate 
here to define in broad outline the cri- 
teria which we believe must be consid- 
ered in determining whether we can 
permit the retention by a public utility 
holding company of interests in busi- 
nesses other than the electric and gas 
utility businesses. 

[10] If it be recalled that the Com- 
mission may permit retention of an 
interest in a nonutility business as 
“reasonably incidental, or economical- 
ly necessary or appropriate” to the 
operations of an integrated public util- 
ity system or systems, when it finds 
retention of such interest to be “neces- 
sary or appropriate in the public inter- 
est or for the protection of investors 
or consumers and not detrimental to 
the proper functioning” of such a sys- 
tem or systems; and if it be recalled 
that the phrase “public interest” is 
used in connection with the policy of 
curing evils which result “when the 
growth and extension of holding com- 
panies bears no relation to economy of 
management and operation or the inte- 
gration and codrdination of related 
operating properties” (§ 1 (b) (4)), 
15 USCA § 79a (b) (4), it becomes 
apparent that the historical back- 
ground of the joint control of a non- 
utility business with a utility business 
has little or no bearing on the permis- 
sibility of its retention in a public util- 
ity holding company system. Inter- 
ests held for a long period do not, by 
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reason of that fact alone, achieve any 
relation to “economy of management 
and operation” or “the integration and 
coordination of related operating 
properties.” Indeed, it is the very 
purpose of § 11 (b) (1), to require 
the severance of those interests ac- 
quired in the course of the historical 
“srowth and extension” of a holding 
company which do not satisfy the pol- 
icy of the act. 

[11] By the same token, the “sub- 
stantiality and stability of income” af- 
forded by nonutility interests is not, 
in and of itself, a factor warranting 
their retention in a public utility hold- 
ing company system. Substantial and 
stable income might be afforded by 
businesses having no imaginable rela- 
tionship to the economy of manage- 
ment and operation of integrated pub- 
lic utility systems. If the “other busi- 
ness” clauses of § 11 (b) (1) are not 
to be removed from their statutory 
context, and if we are to give full 
weight to the express standards and 
the policy of the act, we cannot find 
that any business is “reasonably inci- 
dental, or economically necessary or 
appropriate” to the operations of an 
integrated public utility system or is 
“not detrimental to the proper func- 
tioning” of such a system merely be- 
cause it is profitable. 

[12] The same considerations ap- 
ply to economies resulting from joint 
use of personnel. Unless the nonutil- 
ity busines is such that resulting econ- 
omies are economies in the operation 
of an integrated utility system or sys- 
tems, the mere showing of economies 
is of little weight in determining 
whether the nonutility business may be 
retained. 

With respect to many of the non- 
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utility properties involved in this pro- 
ceeding, the claim has been made—ap- 
parently as an argument in favor of 
permitting retention—that great diffi- 
culty would be faced and losses would 
be sustained in disposing of such prop- 
erties in compliance with a divestment 
order. The difficulty of disposing of 
an interest frequently results from the 
inability to find interested purchasers 
at a price which is equal to or more 
than the value at which such interest is 
carried on the books. Realistically, 
the sale of such properties does not al- 
ways mean that a loss has been sus- 
tained at the time of the sale, but 
rather that it may have to be recog- 
nized at that time. Where it is clear 
that there is no market at any reason- 
able price and where disposition by 
any other method than sale is not fea- 
sible, a company which has been or- 
dered to dispose of various interests 
may, under § 11 (c), request an ex- 
tension of time for compliance with 
divestment orders. 

[13] With respect to certain non- 
utility interests, respondents have ar- 
gued that they need show no affirma- 
tive public benefit resulting from the 
retention of such interests, and they 
have argued, further, that we need 
find merely that retention of such in- 
terests is “compatible with the public 
interest.” 

To make the statutory finding 
which it is conceded we must make to 
permit retention of a nonutility inter- 
est requires, in our opinion, more than 
a showing that no positive harm will 
result from the retention. What do 
the phrases “public interest” and 
“proper functioning” of an integrated 
system in their context in § 11 (b) 
(1) mean? It is our view that they 
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refer to the stated policy of the act to 
limit the activities of public utility 
systems to activities related “to econ- 
omy management and operation” of 
the public utility system, and the “‘inte- 
gration and coordination of related 
operating properties.’”** Compatibility 
with that interest, even if that is all 
that need be shown, requires a show- 
ing that the public interest will be fur- 
thered by retention of a nonutility in- 
terest by reason of its relation “to 
economy of management and opera- 
tion” of a public utility system or sys- 
tems or “the integration and coordina- 
tion of related operating properties.” 
We cannot make the affirmative statu- 
tory findings necessary to permit re- 
tention unless the record contains such 
a showing. 

In the course of this opinion the 
standards of the “other business” 


clauses will be applied to many non- 
utility businesses in the North Ameri- 
can system. We have not thought it 
necessary to repeat the foregoing dis- 
cussion in connection with each such 
interest, since our comments here are 
intended to apply generally. 


1. North American’s Interests in the 
Detroit Edison Company and Pa- 
cific Gas and Electric Company 


[14] At the time these procedings 


were instituted, applications were 
pending with respect to both the De. 
troit Edison Company and Pacific Gas 
and Electric Company for orders un- 
der § 2 (a) (8) of the act declaring 
such companies not to be subsidiaries 
of North American. North American 
has argued that its interests in these 
companies represent merely “invest- 
ments” and that their retention should 
be determined under the “other busi- 
ness” clauses of § 11 (b) (1). 
However, on August 5, 1940, and 
September 10, 1941, respectively, we 
issued our findings and orders denying 
both of the applications under § 2 (a) 
(8). It is clear, therefore, that both 
companies are subsidiaries of North 
American under the act and must be 
regarded as such in this proceeding. 
Since subsidiary utility companies may 
be retained in a public utility holding 
company system only where such sub- 
sidiary utility companies constitute 
part of the “single” or any additional 
integrated system or systems retain- 
able by the holding company under 
§ 11(b) (1) (Re United Gas Improv. 
Co. [1941]) Holding Company Act 
Release No. 2692, and since, for the 
reasons already stated, neither Detroit 
Edison nor Pacific Gas and Electric 
Company is part of the single inte- 
grated system or any additional inte- 





82 See § 1(b) (4), supra. 

83 Compare United States v. Lowden (1939) 
308 US 225, 84 L ed 208, 60 S Ct 248, where 
the Supreme Court was called upon to con- 
strue the phrase “public interest” as it appears 
in § 5(a)(4) of the Transportation Act of 
1920. In reviewing a determination of the 
Interstate Commerce Commission upon an ap- 
plication for approval of a consolidation of 
— companies, the court said (308 US at 


“In New York Central Securities Corp. v. 
United States (1932) 287 US 12, 77 L ed 
138, 53 S Ct 45, we pointed out that the 
phrase ‘public interest’ in this section does 
not refer generally to matters of public con- 
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cern apart from the public interest in the 
maintenance of an adequate rail transporta- 
tion system; that it is used in a more restrict- 
ed sense defined by reference to the purposes 
of the Transportation Act of 1920, of which 
the section is a part and which, as had been 
recognized in earlier opinions of this court, 
sought through the exercise of the new au- 
thority given to the Commission to secure 
more adequate and efficient transportation sys- 
tem.” (Italics added.) 

84Re The Detroit Edison Co. (1940) 
7 SEC 968, 35 PUR(NS) 65; Re Pacific Gas 
& E. Co. (1941) Holding Company Act Re- 
lease No. 2988. ‘ 
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grated system which may be retained 
by North American, North American 
must divest itself of its interests in 
these companies.* 


2. North American’s Direct Nonutil- 
ity Subsidiaries 

(a) North American Utility Secu- 
rities Corporation. This company was 
organized under the laws of Maryland 
in 1924, as a medium for the invest- 
ment of North American’s surplus 
funds. The company has not been ac- 
tive for some time. Its investment 
portfolio (consisting of securities 
whose market value as of December 
31, 1940, was $4,667,865)* yielded, 
in 1940, a net return of $279,190. All 
of the outstanding preferred stock of 
the company, and 80.6% of the com- 
mon, is held by North American. As 
of December 31, 1940, there were div- 
idend arrears on the preferred stock 
amounting to $25 per share, and there 
was apparently no equity for the com- 
mon stock. 

[15] The only argument made for 
retention of the interest of North 
American in North American Utility 
Securities Corporation is that it “‘con- 
tributes diversity to the North Ameri- 


can system and in no way interferes 
with the operations of the utility sub- 
sidiaries of North American.” On 
that narrow ground North American 
requests us to find that retention of 
the interest may be permitted under 
the “other. business” clauses of § 11 
(b) (1). 

The extent to which diversity was 
sought in this venture may be tested 
by noting that one-third of North 
American Utility’s assets consists of 
stock in a company (Pacific Gas and 
Electric Company) in which North 
American’s direct and indirect invest- 
ment is substantial enough to create a 
statutory parent-subsidiary relation- 
ship, and that 43.14 per cent of North 
American Utility’s assets consists of 
utility investments. Moreover, the 
mere fact that an investment offers 
“diversity” affords no justification for 
its retention by a public utility holding 
company under the “other business” 
clauses of § 11 (b) (1). A contrary 
conclusion would require the Commis- 
sion to permit public utility holding 
companies to operate any type of busi- 
ness, however remote its relationship 
to the utility business. As we have 
already pointed out, the standards of 





85 Petitions for review of our orders de- 
nying the § 2(a)(8) applications were filed 
by Detroit Edison and Pacific Gas and Elec- 
trict Company. Our order in the former case 
was sustained by the circuit court of appeals 
for the sixth circuit (Detroit Edison Co. v. 
Securities and Exchange Commission (1941) 
119 F(2d) 730, 39 PUR(NS) 193), and a 
petition for certiorari was denied by the Su- 
preme Court (1941) 314 US —, 86 L ed —, 62 
S Ct 105. The petition for review in the 
Pacific Gas and Electric Company Case, su- 
pra, is now pending in the circuit court of ap- 
peals for the ninth circuit. Against the pos- 
sibility that our order in that case may be re- 
versed on judicial review and that Pacific Gas 
and Electric may be found not to be a sub- 
sidiary of North American, we have thought 
it appropriate to give respondents the full ben- 
efit of our views and consider whether North 
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American might be permitted to retain its 
interest in Pacific Gas and Electric Company 
on the theory that such interest constituted a 
mere investment in a nonsubsidiary utility 
company. We have concluded, however, that 
even if North American’s interest in Pacific 
Gas and Electric Company were so to be 
treated, we could not find it retainable under 
§ 11(b) (1). 

86 Based on market values, its portfolio was 
distributed as follows: 
Railroad common stock 

Utility common stock (including 56,- 

900 shares of Pacific Gas and Elec- 

tric Company common stock, repre- 

senting approximately 4 of total as- 

sets) 
Utility preferred stock 
Industrial common stock 
Industrial preferred stock 
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the “other business” clauses do not 
exist in a vacuum, but can be consid- 
ered only in relation to the operations 
of public utility systems. The argu- 
ment that mere diversity of invest- 
ment justifies the retention by a hold- 
ing company of an unlimited number 
of varied interests was presented at 
length to Congress at the time this leg- 
islation was under consideration. In 
enacting the statute and particularly 
in enacting § 11 (b) (1), Congress 
indicated clearly its rejection of this 
argument.*” We cannot make the find- 
ings necessary under § 11 (b) (1) 
to permit the retention of North 
American’s holdings in North Ameri- 
can Utilities Securities Corporation, 
and we must therefore order North 
American to divest itself of these hold- 
ings.** 


(b) 60 Broadway Building Corpo- 


ration. This corporation, all of whose 
stock is owned by North American, 
was formed under the laws of New 


York in 1924. It owns a 25-floor 
building at the address indicated in its 
name, in the financial district of New 
York. Only two floors and part of 
three others are occupied by North 
American. The remainder of the 
building is leased to various unaffili- 
ated tenants. 

As of December 31, 1940, 60 
Broadway Building Corporation had 
assets of $4,869,879, outstanding lia- 


bilities represented by a mortgage of 
$1,918,750 and open account indebt. 
edness to North American of $1,659,- 
023, and common stock in the amount 
of $100,000. 

The building owned by this com- 
pany was acquired by North Ameri- 
can for investment purposes and, it 
is claimed, as a “hedge” against rising 
rents. During the period between 
1928 to 1934, North American paid 
rent to the corporation at about half 
the rates charged to other tenants and, 
in addition, during the years 1928 to 
1933, received dividends on its invest- 
ment. The corporation’s net income 
in 1940, before interest on the open 
account indebtedness, was $49,293. 

If it were clear that North Ameri- 
can’s holdings in this company repre- 
sented merely an indirect ownership of 
appropriate office facilities, we should 
have no difficulty in holding that the 
interest could be retained under the 
act. However, when we consider the 
location and type of building owned 
by 60 Broadway Building Corporation 
and the fact that North American oc- 
cupies only two floors and a portion of 
three others, out of the 25 floors in 
the building, there would seem to be 
some question whether ownership of 
this building is not more than owner- 
ship of appropriate office space. The 
record is not sufficiently complete on 
this point and we think it unnecessary 





87 “Diversification of risk is a matter of in- 
vestment judgment to be undertaken by the in- 
dividual investor or an investment trust, not 
by those actually controlling and managing 
operating companies.” Report of Senate Com- 
mittee on Interstate Commerce on S. 2796, 
p. 12, Report No. 621, 74th Cong. Ist Sess. 

In discussing the argument based on geo- 
graphic diversification of utility properties, the 
Senate Report states: 

“Even if the argument of diversification 
were sound, it is outweighed by the political 
and general economic desirability of breaking 
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up concentrations of financial power in the 
utility field too big to be effectively regulated 
in the interest of either the consumer or the 
investor, and too big to permit the function 
of democratic institutions.” (Jd., p. 12.) 

38 It is clear, of course, that whatever our 
finding as to North American Utility Securi- 
ties Corporation itself, it could not be used 
by North American as a vehicle for indirect 
ownership of stock of Pacific Gas and Electric 
Corporation which, as we have already held, 
cannot be retained in the North American 
system. 
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to decide the question at this time. 
It seems clear that when the North 
American system complies with § 11 
(b) (1), the needs of North Ameri- 
can in respect of office space will be 
very much altered. Accordingly, we 
have decided to reserve this question 
for further consideration in the light 
of the future needs of North Amer- 
ican in this respect. 

[16] (c) West Kentucky Coal 
Company of New Jersey. This com- 
pany, which was formed in New Jer- 
sey in 1905, is engaged, directly and 
through subsidiaries, in mining coal 
in Kentucky. It has been stated that 
the company was organized to serve as 
asource of coal supply to the St. Louis 
operations but that, since this was 
found to be impracticable, the com- 
pany’s output has been sold almost ex- 
dusively to nonaffiliated purchasers. 
As of December 31, 1940, the total 
book value of the company’s assets on 
a consolidated basis was $16,274,885. 
North American holds all of its com- 
mon stock and over 115,656 shares of 
a total of 120,000 shares of its pre- 
ferred. In addition, there is a large 
open account indebtedness running 
from the coal company to North 
American. As of December 31, 1940, 
North American carried its investment 
in the stock of this company at $3,- 
801,351. The company’s net income 
for 1940 (before preferred stock divi- 
dend requirements) was $42,837. 

The only argument advanced in sup- 
port of the retention of this interest 
is that the mines operated by the com- 
pany would afford a source of supply 
for the Union operations if other 
sources were closed off. There is no 
evidence that this contingency has oc- 
curred in the thirty-five years of the 
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coal company’s existence. Moreover, 
Federal regulation of coal prices, the 
power to make priority orders, and 
the extent of labor organization indi- 
cate that contingencies affecting any 
source of supply of coal usable for 
electric generation may well affect oth- 
er similar sources. 

As we indicate below, in our discus- 
sion of the Union Colliery Company, 
there may be instances in which we 
can find that ownership of the source 
of a system’s requirements of a vital 
necessity for utility operations is “rea- 
sonably incidental, or economically 
necessary or appropriate” to the oper- 
ations of an integrated electric utility 
system under § 11 (b) (1). How- 
ever, as has been noted, the output of 
West Kentucky Coal Company is not 
used by North American but is sold 
almost exclusively to nonaffiliated 
purchasers. It is clear, therefore, that 
North American’s holdings in the 
company do not represent ownership 
of a vital commodity used in the oper- 
ations of the public utility system but 
that they represent merely an invest- 
ment in a business which bears no re- 
lation whatever to the system’s per- 
missible utility operations. 

Accordingly, we cannot find that re- 
tention by North American of West 
Kentucky Coal Company of New Jer- 
sey and its subsidiaries is permissible 
under § 11 (b) (1). 


3. “Other Businesses” of the Union 
Group 


[17] (a) Steam heating business. 
Union Electric Company of Missouri, 
top company in the Union group, pro- 
vides steam heat in St. Louis from 
boilers located in the so-called Ashley 
street steam generating station. A to- 
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tal of 414 customers are thus served, 
and, in 1939, $750,510 of revenue was 
derived from that business. 

The evidence indicates joint use of 
facilities and personnel in the steam 
and electric operations. It has also 
been shown that the joint operations 
of the steam and electric facilities are 
closely related. During summer, hy- 
droelectric production must be backed 
by steam generation because of low 
water conditions. At the same time 
the heating peak is low. When the 
hydro capacity goes up in winter and 
requires less steam generation back- 
ing, boilers may nevertheless be kept 
in continuous operation to supply the 
additional heat. On the basis of the 
record before us, we find that this 
steam heating business is reasonably 
incidental and economically necessary 
or appropriate to the operations of the 
electric utility system and that it may 
be retained under § 11 (b) (1). 

[18] (b) Union Colliery Company. 
This company is a direct subsidiary of 
Union Electric Company of Illinois,*® 
which holds all of its outstanding se- 
curities. It operates a mine at Dowell, 
Illinois, about 85 miles southeast of 
St. Louis. For the year ended June, 
1940, it produced 1,260,000 salable 
tons of coal, of which 1,010,000 were 
sold to the Union group for use in its 
electric utility operations. This repre- 
sents most of the coal used by the 


Union group. Union Colliery’s prop. 
erty account, as of September 30, 
1940, amounted to $2,375,000. I 
had a net income in 1939 of $61,408, 

North American claims that owner. 
ship of this mine represents ownership 
of a commodity vital to the electric 
operations of the Union group and af- 
fords a continuous supply of coal to 
the group. It is stated that this con- 
tinuous supply is particularly impor- 
tant because of the wide variations at 
different periods in the group’s need 
for coal.* 


The distinctions between the prob- 
lems presented with respect to reten- 
tion of the Union Colliery Company 
and the West Kentucky Coal Com- 
pany (see p. 285, supra) are, in our 
opinion, sufficient to warrant differ- 
ent conclusions. First, although West 
Kentucky Company sells very little of 
its coal to the Union group, over 80 
per cent of the entire output of the 
Colliery mines is actually used by the 
Union group for generating opera- 
tion. Second, the Collier Company's 
mines, which are located close to the 
utility operations of the system, have 
been demonstrated by experience to be 
a convenient and economical source of 
a commodity vital to the system’s elec- 
tric utility operations. Third, the econ- 
omies shown to result from joint oper- 
ation of the Colliery Company and the 
Union group*? have been clearly 





89 Union Electric Company of Illinois is in 
turn a subsidiary of Union Electric Company 
of Missouri. It owns generating plants in 
Illinois at Cahokia and Venice, adjacent to 
St. Louis, and serves the East St. Louis, Il- 
linois, territory with electricity. 

40 The Union group uses steam and hydro- 
electric generators. Of a total name plate 
enerating capacity of the Union group of 
22,500 kilowatts, 237,000 kilowatts are hydro 
capacity, afforded by generators at Osage, 
Missouri, and Keokuk, Iowa. The generat- 
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ing policy of the Union group is to supply 
hydro power to the highest available extent, 
and thereafter to run steam stations to supply 
additional loads in the order of their eff- 
ciencies. The seasonal variations in available 
hydro power result in variations in the use 
of steam generators, and consequent variations 
in the consumption of coal. 

41. g., performance of electrical engineer- 
ing for the Colliery Company by Union group 
engineers, use of joint office and automotive 
facilities and personnel. 
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shown to be related to the economic 
and efficient management of the elec- 
tric utility system. Fourth, the Col- 
liery Company is wholly owned by 
Union and appears to be operated as 
a mere department of the Union 
group. 

For these reasons, we cannot agree 
with the contention of counsel for the 
Public Utilities Division that this in- 
terest cannot be retained in the system. 
We find the business of the Union Col- 
liery Company to be reasonably inci- 
dental, or economically necessary or 
appropriate to the electric utility oper- 
ations of the Union group and hold 
that itis retainable by the Union 
group and North American. 

(c) Union Electric Land and De- 
velopment Company. This company, 
a direct subsidiary of Union Electric 
Company of Missouri, was formed in 
1929 to acquire land needed for the 


development of a hydroelectric plant, 


at the Lake of the Ozarks. The land 
isno longer desired for that purpose, 
and the company is at present engaged 
ina program of liquidating its hold- 
ings, which, as of September 30, 1940, 
were valued at $1,940,000. Although 
we have been requested by counsel for 
the Public Utilities Division to find 
that this business is. reasonably inci- 
dental, or economically necessary or 
appropriate to the operations of the in- 
tegrated public utility system of the 
Union group, we cannot do so. There 
is no evidence in the record to justify 
a finding that the business of the com- 
pany is retainable under § 11 (b) (1). 
Indeed, the fact that a voluntary pro- 
gram for liquidation of the company’s 
holdings has been undertaken is some 
evidence that respondents do not re- 
gard the business as economically nec- 
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essary or appropriate. Should time 
beyond a year be necessary for liquida- 
tion, respondents may apply, under 
§ 11 (c), for an appropriate extension. 

[19] (d) Union group transporta- 
tion business. The St. Louis and 
Belleville Electric Railway Company, 
a wholly owned subsidiary of Union 
Electric Company of Missouri, owns 
and operates a freight line 11 miles 
long, on a single track from Belleville, 
Illinois, to East St. Louis, Illinois. 
Its investment in railroad property 
amounts to about $1,300,000. It em- 
ploys about sixty men. It owns an ag- 
gregate of 450 coal cars, many of 
which it leases to other roads. 

The road has had an average net in- 
come of $56,000 per annum for the 
years 1930-1940. It did not, at any 
time during this period, operate at a 
loss. 

Respondents have argued that the 
railroad is related to the utility opera- 
tions of the group in the following re- 
spects : 

1. Coal is the road’s principal cargo, 
and it moves a large portion of the coal 
consumed by the group; this business 
amounted to about 88 per cent of all 
the coal hauled by the road between 
1935 and 1940;* 


2. Purchasing, certain warehous- 
ing, accounting, recording, property 
valuation, and tax matters are central- 
ly handled for the railway company, as 
for other companies in the Union 
group; 

3. The railroad purchases current 
used in its operations from Union 
Electric Company of Illinois. 

Respondents contend that owner- 





42 The record does not indicate the precise 
extent of other business done by the road for 
unaffiliated interests. 
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ship of the road is of great advantage 
to Union’s utility operations and that 
its retention should be permitted on 
the ground that such retention pro- 
vides an assurance against car short- 
age—a dire contingency for coal con- 
sumers which occurred during the first 
World War. 

We cannot agree with the latter con- 
tention. As common carriers, rail- 
ways have the duty of offering service 
to all who will pay for it. The juris- 
diction of the Interstate Commerce 
Commission to control the supply of 
cars,** the possibility of car rationing, 
and priorities and allocation orders 
by agencies of the government to meet 
critical transportation needs, make it 
unlikely that ownership of the road 
will result in any material advantage, 
or that nonownership will cause any 
material disadvantage in the event of 
car shortage. 


We have, however, permitted, as 
reasonably incidental and economically 
necessary or appropriate to North 
American’s utility operations, the re- 
tention of the coal mines of Union 
Colliery Company. It appears that 
the St. Louis and Belleville Railway is 
merely a single-track freight line 11 
miles long used primarily for the trans- 
portation of coal coming from the 
Union Colliery mines to the Union 
group. Under the circumstances and 
having particular regard to the size, 
location, and use of the road, we find 
it to be reasonably incidental and eco- 
nomically necessary or appropriate to 
the electric operations of the Union 
group, and we hold that it may be re- 

43 Transportation Act of 1920; see §§ 1(1), 
(11), (12), (13), (14), and (15). See 
Monograph No. 11 of the Attorney General’s 


Committee on Administrative Procedure (Sen. 
Doc. No. 10, 77th Cong. Ist Sess.) pp. 63-65. 


43 PUR(NS) 





tained in the North American system, 
We think it appropriate to indicate 
that our finding in this respect ap- 
proaches what we believe to be the lim- 
its of vertical ownership permitted un- 
der the act. And if it should appear 
in the future that the railroad no long- 
er bears the same relation to the utility 
operations of the Union group, it 
might well be necessary to require its 
divestment from the North American 
and Union Electric systems. 


[20] (e) Dormant companies. 
East St. Louis & Suburban Railway 
Company and East St. Louis Railway 
Company, both subsidiaries of Union 
of Missouri, are completely dormant. 
It is claimed that these companies are 
kept alive because of the pendency of 
litigation arising out of suits com- 
menced while the companies still had 
assets. No attempt has been made to 
show that retention of these companies 
by North American or Union Electric 
of Missouri would meet the standards 
of the “other business” clauses of 
§ 11(b) (1). Disposition of Union 
of Missouri’s holdings in these com- 
panies must be ordered. 


4. “Other Businesses” of the North 
American System 


Many of the other subsidiary hold- 
ing companies and public utility com- 
panies controlled by North American 
own nonutility assets or securities of 
nonutility companies and engage in 


nonutility businesses. Many of these 
nonutility businesses are discussed in 
the course of this opinion. We have 
not, however, thought it necessary to 
consider in any detail the nonutility 
businesses conducted by the Wiscon- 
sin-Michigan group, Cleveland Elec- 
tric Illuminating Company, The De- 
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troit Edison Company, or Pacific Gas 
and Electric Company. Such evidence 
as exists in the record with respect to 
the nonutility businesses of these com- 
panies or their subsidiaries indicates 
no relationship whatever between such 
business and the utility operations of 
the Union group. The only relation- 
ships shown have been with respect to 
the operation of the above-named com- 
panies. Since we cannot find that 
there is any relationship between these 
nonutility businesses and the utility 
operations of the Union group, we 
must hold that they cannot be retained 
by North American under the “other 
business” clauses of § 11(b) (1). 


Conclusions with Respect to the North 
American System 


In accordance with the foregoing, 
our order will require North Ameri- 
can to divest itself of all of its hold- 
ings of securities, direct and indirect, 
except the securities of Union Electric 
Company of Missouri, Union Electric 
Company of Illinois, Mississippi River 
Power Company, Iowa Union Electric 
Company, Cupples Station Light, Heat 
and Power Company, and St. Louis 
County Gas Company (whose electric 
operations we have found to constitute 
North American’s principal integrated 
utility system and whose gas opera- 
tions we have reserved for further con- 
sideration), those of Union Colliery 
Company and St. Louis and Belleville 
Electric Railway Company (whose 
businesses we have found to be reason- 
ably incidental, or economically neces- 
sary Or appropriate to the retainable 
utility operations of the North Ameri- 
can system), and those of 60 Broad- 
way Building Corporation (which we 
have reserved for future considera- 
tion). 
[19] 
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As we have indicated, we have de- 
termined to afford North American 
a further opportunity to present argu- 
ment with respect to the choice of its 
principal system. Accordingly, we 
shall provide that our order, in so far 
as it requires divestment by North 
American, shall be subject to modifi- 
cation if a request is made for oppor- 
tunity to present further evidence or 
argument in this respect, and if such 
further evidence or argument warrants 
modification. 

We proceed to consider the applica- 
tion of § 11(b) (1) to the subholding 


company respondents. 


II. The Holding Company System of 
Union Electric Company of Mis- 
sourt 
Our discussion with respect to the 

North American system includes our 

views on the application of § 11(b) 


(1) to the Union Electric Company 
of Missouri as a registered public util- 


ity holding company. In accordance 
with the views there expressed, Union 
Electric Company of Missouri will be 
permitted to retain the electric proper- 
ties of the Union group, which we 
have found constitute an integrated 
electric utility system, and—subject 
to our further consideration of their 
retainability under the act—the gas 
properties of Union Electric Company 
of Illinois and lowa Union Electric 
Company. Union Electric of Mis- 
souri will also be permitted to retain 
its steam heating business and the in- 
terests in Union Colliery Company and 
St. Louis and Belleville Electric Rail- 
way Company, which we have found 
may be retained under the “other busi- 
ness” clauses. Union Electric will be 
directed to divest itself of its holdings 
43 PUR(NS) 
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in Union Electric Land and Develop- 
ment Company, East St. Louis & Sub- 
urban Railway Company, and East 
St. Louis Railway Company. 


III, The Holding Company System of 
Washington Railway and Electric 
Company 


Washington Railway and Electric 
Company (Washington Railway), a 
direct subsidiary of North American 
and a registered holding company, has 
the following direct and indirect sub- 
sidiaries: Potomac Electric Power 
Company (PEPCO), Great Falls 
Power Company, the Washington 
and Rockville Railway Company of 
Montgomery County (Washington 
and Rockville), Braddock Light & 
Power Company Incorporated (Brad- 
dock), Capital Transit Company, 


Montgomery Bus Lines, Incorporated, 
and the Glen Echo Park Company. 


Washington and Rockville, itself a 
registered holding company, holds all 
the stock of Braddock and 33.32 per 
cent of the stock of Great Falls Power 
Company. Capital Transit Company 
holds all the securities of Montgomery 
Bus Lines, Incorporated, and of The 
Glen Echo Park Company. 

The operations of the system con- 
trolled by Washington Railway con- 
sist of electric operations conducted in 
the District of Columbia and adjacent 
portions of Virginia and Maryland, a 
transportation business conductéd in 
the District and adjacent portions of 
Maryland, the ownership of certain 
real estate bordering on the Potomac 
river, and the operation of an amuse- 
ment park in Maryland. 

PEPCO and Braddock conduct the 
electric operations of the group. The 
real estate operations are conducted 
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by Great Falls Power Company; the 
transportation operations by Capital 
Transit Company and Montgomery 
Bus Lines, Inc. The amusement park 
is owned by the Glen Echo Park Com- 


pany. 
A. The Principal System 


PEPCO owns an interconnected sys- 
tem of generating, transmission, and 
distribution facilities in the District of 
Columbia. Although Braddock is 
maintained as.a separate corporate en- 
tity, its territory is contiguous to 
PEPCO’s and it receives all its power 
from PEPCO sources through inter- 
connections therewith. We find that 
the utility operations conducted by 
PEPCO and Braddock together con- 
stitute those of a single integrated elec- 
tric utility system and that these com- 
panies are retainable as such by Wash- 
ington Railway. Since these are the 
only utility operations of the system, 
the only other issues to be disposed of 
with respect to this system are those 
arising under the “other business” 


clauses of § 11(b) (1). 


B. The “Other Businesses’ Retaina- 
able by Washington Railway 


1. Great Falls Power Company 

This company holds title to about 1,- 
050 acres of land bordering the Po- 
tomac river. All of its securities are 
held within the Washington group, 
66.68 per cent by Washington Rail- 
way, and the remainder by Washing- 
ton and Rockville. The assets of the 
company are carried on its books at 
about $510,000. Camp sites have been 
erected on the property, and their op- 
eration has enabled the company to 
meet taxes. 

[21] Respondents have expressed 


290 





RE THE NORTH AMERICAN CO. 


the opinion that sale of this real estate 
should be withheld until a “more fav- 
orable’ market has developed. But, 
as we have pointed out, considerations 
of this sort relate only to the time at 
which compliance with a divestment 
order should be enforced and have no 
pertinency to the question whether re- 
tention of the real estate is permissible 
under the act. Respondents make the 
further argument that a certain Joint 
Resolution of Congress permits the 
retention of this company free of any 
order of this Commission. For the 
reasons hereinafter set forth in our 
discussion of this question in connec- 
tion with Capital Transit, we believe 
that this argument does not override 
the express mandate of § 11(b) (1) 
and is no bar to an order of divest- 
ment. Neither claim has any bearing 
on whether the business of this com- 
pany is reasonably incidental, or 
economically necessary or appropriate 
to the operations of the single integrat- 
ed public utility system controlled by 
Washington Railway. We think it is 
clear that such a real estate investment 
does not meet the standards of the 
“other business” clauses of § 11(b) 
(1) and that it cannot be retained by 
Washington Railway or Washington 
and Rockville. 


2. Capital Transit Company and Its 
Subsidiaries 


As of December 31, 1940, Capital 
Transit’s capitalization was: 
Funded debt (including maturities 


payable within one year) 


$15,490,869 
Capital stock, 240,000 shs. of $100 


24,000,000 
1,715,839 
2,890,375 

300,410 


Total... eecccccccccce $44,397,493 


Earned surplus 
Debt retirement reserve (appro- 
priated surplus) 
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During 1940 the gross income of 
Capital Transit Company was $1,878- 
364, and its net income carried to sur- 
plus, $872,081. Fifty per cent of the 
stock of Capital Transit is owned by 
Washington Railway and in 1940 was 
carried on its books at $19,833,441. 

Capital Transit does practically all 
of the bus and trolley business in the 
District of Columbia and the adjacent 
portions of Maryland which it serves. 
It owns 621 miles of track, 665 street 
cars, 80 miscellaneous cars, and 666 
busses. It employs 3,709 people and 
its payroll for the year 1939 was $6,- 
099,684. 

In support of their contention that 
these properties may be retained, re- 
spondents point to the long historical 
association between the electric and 
transportation properties of the sys- 
tem. Washington Railway was, in 
1899, put under the control of Wash- 
ington Traction and Electric Company 
in conjunction with several electric 
companies whose assets Washington 
Railway later purchased. In 1902 
PEPCO acquired these electric utility 
assets from Washington Railway. In 
the course of a unification of traction 
properties in the District, Capital 
Transit Company in 1933 took over 
the traction properties controlled by 
Washington Railway in exchange for 
its own stock, which stock was ac- 
quired by Washington Railway pursu- 
ant to a Joint Resolution of Congress. 

There is evidence of some joint 
ownership of electric facilities by 
PEPCO and Capital Transit Com- 
pany, and use by PEPCO of facilities 
owned by Capital Transit and by Cap- 
ital Transit of certain of PEPCO’s 
facilities. In addition, where equip- 
ment owned by Capital Transit Com- 
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pany is situated on property owned by 
PEPCO, PEPCO’s operating force 
cares for it. There is, however, only 
one employee of either company who 
is paid by both. 

Montgomery Bus Lines, Incorpo- 
rated, a subsidiary of Capital Transit, 
operates a bus line from the District 
into Rockville and Gaithersburg, 
Maryland. All of its equipment is 
rented from Capital Transit Company. 

The Glen Echo Park Company, an- 
other subsidiary of Capital Transit, 
operates an amusement park in Mary- 
land, not far from the District. It is 
claimed that this business serves to 
increase traffic on Capital Transit 
Company lines, and that it is remuner- 
ative. 

[22] Counsel for North American 
have argued not only that this vast 
enterprise, itself a highly complex and 
individuated business, is “reasonably 


incidental, or economically necessary 


or appropriate” to the operations of 
the single integrated electric utility 
system of PEPCO and Braddock, but 
that, in any event, it is beyond our 
power to order a divestment of Wash- 
ington Railway’s interest in this busi- 
ness. 

The latter argument is based on the 
above-mentioned Joint Resolution of 
Congress of January 14, 1933, which 
provided (47 Stat. 752): 

“That the Washington Railway and 
Electric Company is hereby authorized 
and empowered to retain and hold 
stocks and bonds as provided in said 
unification agreement. See 
noted above, this Resolution related, 
inter alia, to Washington Railway’s 
acquisition in 1933 of the Capital 
Transit stock. Respondents assert 
that it is “a fundamental principle of 
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statutory construction that general pro- 
visions in a later statute will not be 
deemed to repeal the specific provi. 
sions of an earlier statute,” and that, 
therefore, no mandate of the Public 
Utility Holding Company Act of 1935 
can be construed to require divestment 
of these holdings. It is urged, further, 
that it “may be assumed” that in pass- 
ing the Joint Resolution of 1933, 
“Congress had in mind” the general 
criteria later to be laid down in § 11 
(b) (1) of the Public Utility Holding 
Company Act. 

We are not persuaded by this rea- 
soning. Its weakness is illustrated by 
the very quotations from decided cases 
given in counsel’s brief. Thus, Rodg- 
ers v. United States (1902) 185 US 
83, 87, 88, 46 L ed 816, 22 S Ct 582, is 
cited for the proposition that: 

“|. the fact that the one [act] 
is special and the other is general cre- 
ates a presumption that the special is 
to be considered as remaining an ex- 
ception to the general, and the general 
will not be understood as repealing 
the special, unless a repeal is express- 
ly named, or unless the provisions of 
the general are manifestly inconsistent 
with those of the special.” (Italics 
supplied. ) 

We think it is clear that the two acts 
are manifestly inconsistent, within the 
meaning of the rule laid down in the 
Rodgers Case, supra. The Joint Res- 
olution was addressed to a specific sit- 
uation presented to Congress by pri- 
vate parties to facilitate private action 
by a corporation subject to the power 
of Congress. But the declaration of 
Congress in 1935, that a public utility 
—— company system must be limit- 


Washington v. Miller (1914) 
235 ae 42° 428, 59 L ed 295, 35 S Ct 119. 
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ed to a single integrated public utility 
system, permissible additional sys- 
tems, and such businesses as are rea- 
sonably incidental or economically nec- 
essary Or appropriate thereto, is clear- 
ly a sufficient warrant to us to order 
compliance by Washington Railway 
with the mandate of § 11(b) (1). 

“No principle is better settled than 
that a special charter to any corpora- 
tion to engage in a business of a public 
or quasi public nature cannot be set 
up as exempting the institution from 
that regulation by the state in the ex- 
ercise of its police power which the 
public necessity demands.” Citizens 
Bank & Trust Co. v. Mabry (1931) 
102 Fla 1084, 136 So 714, 716. 

See, too, Texas & N. O. R. Co. v 
Miller (1911) 221 US 408, 55 L ed 
789, 31 S Ct 534; State ex rel. Davis 
v. Knight (1929) 98 Fla 891, 124 So 
461; Kentucky Power & Light Co. v. 
Maysville (1929) 36 F(2d) 816, 
PUR 1930B 505; and cf. Hammond 
Packing Co. v. Arkansas (1909) 212 
US 322, 53 L ed 530, 29 S Ct 370. 

We have set forth at length, hereto- 
fore, our views as to the meaning of 
the “other business” clauses of § 11 
(b) (1). Nothing presented to us 
respecting retention of Capital Transit 
Company or its subsidiaries has con- 
vinced us that we can find, in accord- 
ance with those views, that the reten- 
tion of such transportation properties 
and amusement park is reasonably in- 
cidental, or economically necessary or 
appropriate to the operations of the 
integrated electric system of PEPCO 
and Braddock under the standards of 
§ 11(b) (1). Indeed, we think that 
one of the clearest congressional ob- 
jectives, in enacting § 11(b) (1), was 
to require that public utility holding 
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company systems divest themselves of 
huge investments in unrelated fields 
such as the vast and complex trans- 
portation business of Capital Transit 
and the amusement park of the Glen 
Echo Park Company. 

Washington Railway and Electric 
Company will be required to limit its 
operations in accordance with the fore- 
going. Accordingly, it will be direct- 
ed to dispose of all interests, direct and 
indirect, in Great Falls Power Com- 
pany and Capital Transit Company 
and its subsidiaries. 


IV. The Holding Company System of 
Washington and Rockville Railway 
Company of Montgomery County 


As we have indicated in our discus- 
sion respecting Washington Railway, 
Washington and Rockville will be re- 
quired to divest itself of its holdings 
in Great Falls Power Company. Since 
the holding of Braddock and Great 
Falls Power stock constitutes the only 
business of Washington and Rock- 
ville, and since we have found that the 
properties of Braddock constitute part 
of an integrated utility system retain- 
able by Washington Railway and by 
Washington and Rockville, this is the 
only action necessary for Washington 
and Rockville to comply, as a reg- 
istered holding company, with § 11(b) 
(1). 


North American Light & Power 
Company 


As previously noted, we have or- 
dered the dissolution of Light & Pow- 
er pursuant to § 11(b) (2) of the act. 
(1941) Holding Company Act Re- 
lease No. 3233, 41 PUR(NS) 306. 
We assume that Light & Power will be 
dissolved in accordance with our order 
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and that there will no longer be a hold- 
ing company system headed by Light 
& Power. Under the circumstances, 
we find it unnecessary to consider the 
requirements of § 11(b) (1) as they 
affect the Light & Power system. 
However, the dissolution of Light & 
Power will not, in and of itself, avoid 
the necessity for applying the mandate 
of § 11(b) (1) to the holding com- 
pany systems headed by subsidiaries 
of Light & Power which are them- 
selves registered holding companies. 
These subholding company systems 
are headed by Northern Natural Gas 
Company and Illinois Traction Com- 
pany (both of which are direct sub- 
sidiaries of Light & Power), Illinois 
Iowa Power Company (a subsidiary 
of Illinois Traction), and Des Moines 
Electric Light Company (a subsidiary 
of Illinois Iowa Power Company). 


V. The Holding Company System of 
Northern Natural Gas Company 


Northern Natural Gas Company is 
a Delaware corporation, organized in 
1930, with offices at Omaha, Nebras- 
ka. At the time this record was closed, 
35 per cent of its common stock was 
held by Light & Power, 35 per cent 
by United Light and Railways Com- 
pany, a subsidiary of United Light and 
Power Company, and 30 per cent by 
Lone Star Gas Corporation.* North- 
ern is itself an operating company as 
well as a registered holding company. 


It owns transmission lines and sells 
natural gas at wholesale for redistrj- 
bution and for industrial use. Its 
transmission lines, which constitute 
the major portion of its assets, tap 
fields in Texas and Kansas and run 
for a distance of 2,783 miles through 
Oklahoma, Kansas, Nebraska, South 
Dakota, Iowa, and Minnesota. North- 
ern is not a “gas utility company” as 
that term is defined in § 2(a) (4) of 
the act.“ 

Northern owns all of the common 
stock of its two subsidiaries, Peoples 
Natural Gas Company and Argus Nat- 
ural Gas Company. Peoples and Ar- 
gus maintain facilities for the sale of 
natural gas at retail and are gas utility 
companies within the meaning of the 
act. 

Peoples sells natural gas at retail in 
66 cities and towns in 3 separate areas 
located in eastern Nebraska, central 
Iowa, and southern Minnesota (which 
latter area laps over into northern 
Iowa). In 1940 Peoples served a total 
of 19,513 customers with over 3,500,- 
000 thousand cubic feet of gas. All 
of Peoples’ gas supply is derived from 
its parent, Northern. 

Argus’ properties are located in 
southwestern Kansas. It sells natural 
gas in 15 communities and 7 counties 
in that part of the state, and in 1940 
served 5,575 gas customers to whom 
2,337,860 thousand cubic feet were 
sold. Argus owns about 200 miles of 





45 Since the close of the record in this pro- 
ceeding, applications have been filed for ap- 
proval of a reclassification of Northern Nat- 
ural Gas Company’s stock preliminary to a 
proposed public offering of the holdings of 
North American Light & Power in that com- 
pany and for approval of such an offering. 
The former application has been approved. 
Re Northern Nat. Gas Co. (1941) Holding 
Company Act Release No. 2815. The pro- 
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ceeding in respect of the latter application is 
still pending. 

46 Section 2(a)(4) provides, in part: 
“‘Gas utility company’ means any company 
which owns or operates facilities used for the 
distribution at retail (other than distribution 
only in enclosed portable containers, or dis- 
tribution to tenants or employees of the com- 
pany operating such facilities for their own 
use and not for resale) of natural or manu- 
factured gas for heat, light; or power.” 
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gas transmission lines and distribution 
systems connected thereto. It pur- 
chases its gas requirements principally 
from nonassociated producers in the 
Kansas Hugoton field and to a small 
extent from its parent, Northern. 

Northern, Peoples, and Argus, tak- 
en together, serve areas aggregating 
25,000 square miles, containing a pop- 
ulation of 850,000 persons. On a 
consolidated basis, as of December 31, 
1940, the group had fixed assets car- 
ried on the books at $55,384,707," 
and total operating revenues for 1940 
of $12,857,002. During 1940, the 
group sold 55,873,808,000 cubic feet 
of gas. 

Counsel for Light & Power have re- 
quested us to find that the operations 
of Northern, Peoples, and Argus con- 
stitute those of a single integrated gas 
utility system. Such a finding cannot 
be made under the statute. 

Section 2(a) (29) (B) defines an 
integrated gas utility system as one— 
“consisting of one or more gas utility 
companies which are so located and 
related that substantial economies may 
be effectuated by being operated as a 
single coOrdinated system confined in 
its operations to a single area or re- 
gion, in one or more states, not so 
large as to impair (considering the 
state of the art and the area or region 
affected) the advantages of localized 
management, efficient operation, and 
the effectiveness of regulation: Pro- 
vided, That gas utility companies 
deriving natural gas from a common 
source of supply may be deemed to be 
included in a single area or region.” 

As has been noted, Argus purchases 





nee this eae eters. fixed rye 
carried at 793,908, Peoples’ at $2, , 
and Argus’ at $2,598,858. 


almost all of its gas from nonaffiliated 
sources, while Peoples acquires its 
gas from Northern. The operations 
of the Argus properties have a much 
less important relationship to those of 
Northern than do the operations of 
Peoples. Moreover, there are impor- 
tant differences in their methods of op- 
eration. From the evidence in the rec- 
ord we cannot find that there are sub- 
stantial economies, or indeed any econ- 
omies, resulting to Argus from joint 
ownership and control of its properties 
together with Peoples. Accordingly, 
Argus cannot be regarded together 
with Peoples and Northern as part of 
a single integrated system and it can 
be retained in combination with Peo- 
ples only if its retention satisfies the 
standards of the (A), (B), (C) 
clauses. 


A. The Principal System 


We must, in order to dispose of the 
issues before us, base our opinion on 
one of the integrated systems con- 
trolled by Northern as the “principal 


system.” Northern has not indicated 
any choice in this matter. For the 
reasons hereinafter set forth we have 
concluded that clauses (A) and (C) 
would bar the retention by Northern 
of both Peoples and Argus. Since 
the Peoples system has assets valued 
at $2,835,241 as against Argus’ assets 
of $2,598,858, since Peoples’ net in- 
come for 1940 was $203,137 as 
against Argus’ $100,242, and since, 
for the reasons hereinafter discussed, 
we find that Northern can retain its 
directly owned transmission lines 
along with Peoples (while such reten- 
tion could probably not be permitted if 
Argus were kept as the principal sys- 
tem). We assume that, faced with a 
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choice, Northern would elect Peoples 
as its principal system. We should 
not be disposed to question such a 
choice. Consequently, we shall base 
the remainder of our discussion and 
our order on Peoples as the principal 
system in the Northern holding com- 
pany group. However, we will af- 
ford Northern a further opportunity 
to present argument, if it so desires, 
with respect to this question. 

It has been suggested that the trans- 
mission lines of Northern may be con- 
sidered together with the properties of 
Peoples as a single integrated gas util- 
ity system. As we have pointed out, 
however, Northern is not a gas utility 
company within the meaning of the 
act and there is considerable question 
whether, under § 2(a) (29) (B), the 
facilities of companies which are not 
gas utility companies can be regarded 
as part of an integrated gas utility sys- 
tem. The definition in § 2 (a) (29) 
(B) refers exclusively to “gas utility 
companies,” and it is suggested that 
this exclusive reference precludes any 
intention to comprehend within an in- 
tegrated gas utility system companies 
which are not gas utilities under the 
act. However, we need not now de- 
cide this question since, for the rea- 
sons hereinafter stated, we find that in 
any event Northern can retain the 
transmission lines along with Peoples 
under the “other business” clauses of 


§ 11 (b) (1). 


B. The Additional Systems Retaina- 
ble by Northern 


Taking Peoples as the principal sys- 
tem, the retention of Argus would sat- 
isfy clause (B) of § 11(b) (1) since 
Argus is located in Kansas and some 
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of Peoples’ properties are located in 
Nebraska, which adjoins Kansas. 

[23] As we have stated, the eyi- 
dence in the record is insufficient to 
enable us to determine that there are 
substantial economies, or indeed any 
economies, recalling from joint owner- 
ship of Peoples’ and Argus’ properties. 
Argus purchases most of its gas from 
nonaffiliated sources, while Peoples 
acquires almost all of its gas from 
Northern. There are physical differ- 
ences in the properties of Argus and 
Peoples; different installation stand- 
ards, different practices respecting me- 
ter ownership and testing. We could 
not, therefore, make the finding re- 
quired by clause (A) to permit the re- 
tention of Argus as an additional sys- 
tem. However, even were such a find- 
ing possible, clause (C) would bar 
such retention. 

The record does not show that the 
centralized control of Argus and Peo- 
ples leaves, to each of them, the ad- 
vantages of localized management. 
The evidence which merely shows divi- 
sional maintenance, location of local 
offices, and localization of retail activi- 
ties, is not sufficient. When in fact 
management is highly centralized, as 
it is in Northern’s main office at Oma- 
ha, and there is no evidence as to the 
local nature of important policy deter- 
minations, we cannot find that the ad- 
vantages of localized management are 
not impaired by central control. We 
believe that under clause (C) no com- 
bination of systems should be permit- 
ted which would impair true localiza- 
tion of management and policy-mak- 
ing. Otherwise, as is the case in the 
area in which Northern operates, 
small communities are pitted against 
strong “absentee control” with respect 
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to matters vitally affecting the inter- 
ests of the communities. In so far as 
possible, we are required under § 11 
(b) (1) to insure local management 
responsive to local needs and local pub- 
lic feeling. 


C. The “Other Businesses’ Retaina- 
ble by Northern 


The great bulk of Northern’s assets 
is represented by its directly held pro- 
duction and transmission properties. 
Of a total of group assets (i. e., the as- 
sets of Northern, Peoples, and Argus) 
of $55,384,707, almost $50,000,000 
is represented by the production and 
transmission facilities owned by 
Northern. 

[24] The question presented here 
is whether this vast enterprise can be 
regarded as “reasonably incidental, or 
econonomically necessary or appropri- 
ate” to the operations of any integrated 
system retainable by Northern. In 
general, the pattern of the statute and 
the context of the relevant statutory 
provisions seem to indicate that the 
“other business” tests are not to be 
applied to operations grossly out of 
proportion to the utility business with 
respect to which they are claimed to 
be “reasonably incidental, or economi- 
cally necessary or appropriate.” In 
the ordinary case, therefore, we believe 
the statute contemplates that after 


compliance with § 11(b) (1) the inte- 
grated utility systems retainable by a 
registered holding company will con- 
stitute its primary business and that 
retainable nonutility interests will oc- 
cupy a clearly subordinate position. 
However, the problems in the natural 
gas utility industry and the problem in 
this case, in particular, present an ex- 
ceptional situation. Northern’s pipe 
lines supply all of Peoples’ gas and 
appear to be vital to its operations.” 
Although there may be some question 
whether § 2(a) (29) (B) permits us 
to regard the facilities of Northern 
as part of the “integrated gas utility 
system” of Peoples, we believe it has 
been shown that the joint ownership 
of these facilities satisfies the stand- 
ards of the “other business” clauses 
and that Northern may therefore re- 
tain its transmission lines in combina- 
tion with the properties of Peoples. 


We cannot emphasize too strongly, 
however, that our conclusion with re- 
spect to the retention of the transmis- 
sion lines of Northern as a permissible 
“other business” is highly conditioned 
by the facts of this case—and particu- 
larly by the fact that the question here 
presented is one of a natural gas util- 
ity company deriving its entire gas 
supply from transmission lines which 
bridge the gap from the source of sup- 
ply to the ultimate consumer.” 





_ 8“An operating system whose management 
is confined in its interest, its energies, and its 
Profits to the needs, the problems, and the 
service of one regional community is likely 
to serve that community better, to confine it- 
self to the operating business, to be amenable 
to local regulation, to be attuned and respon- 
sible to the fair demands of the public, and, 
more often, to get along with the public to 
mutual advantage. Essentially local 
systems will tend to operate utilities rather 

to play with high finance; and essentially 

enterprise is far less likely to accumu- 
late a disproportionate amount of political and 
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economic power.” .(Report from the Com- 
mittee on Interstate Commerce, 74th Cong. 
1st Sess. Report No. 621 to Accompany S. 
2796, May 13, 1935, p. 12.) 

49 This is not the case with respect to 
Argus, which purchases almost all its gas from 
nonaffiliated sources. 

50 See Hearings before the Senate Commit- 
tee on Interstate Commerce, 74th Cong. Ist 
Sess. on S. 1725, at p. 673. See, too, éd., 
pp. 148, 958; and Hearings before the Com- 
mittee on Interstate and Foreign Commerce, 
House of Representatives, 74th Cong. Ist 
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Conclusions with Respect to Northern 
Natural Gas 


At present Northern is a registered 
holding company and a respondent in 
this proceeding. We must, therefore, 
require its compliance with § 11(b) 
(1). In accordance with the forego- 
ing, and subject to a further opportuni- 
ty to be afforded to Northern for the 
presentation of its views as to the 
choice of a principal system, our order 
will direct Northern, as a registered 
holding company, to divest itself of its 
interest in Argus Natural Gas Com- 


pany. 


VI. The Holding Company System of 
Illinois Traction Company 


Illinois Traction Company, a subsid- 
iary of Light & Power and itself a 
registered holding company, is not 
engaged directly in any business other 


than that of a holding company. It 
has sixteen direct and indirect subsid- 
iaries, some of which are actively en- 
gaged in the gas and electric utility, ice, 
steam, water, transportation, and ter- 
minal businesses, and some of which 
are inactive. 

As of December 31, 1940, the capi- 
talization of Illinois Traction Com- 
pany was as follows: 

6% cumulative preferred stock 

(217 shs. of $100 par value) 
Common stock (115,723 shs of 


$100 par value) 11,572,300 
Surplus (Deficit) (14,920,039) 


At the same date it was indebted to 


$21,700 


Light & Power to the extent of $12,- 
695,317, which is not included in the 
above surplus deficit figure. It has not 
paid dividends on its preferred stock 
since January 1, 1933. Light & Power 
holds seventy shares of its preferred 
and 115,666 shares of its common 
stock. 

Illinois Traction carries its own in- 
vestments at $23,588,526. The larg- 
est of these is its investment in 300,- 
000 shares of common stock (of a 
total of 783,805 shares outstanding) 
of Illinois Iowa Power Company, 
which is carried at $21,563,597. 

Although the statement was made 
on the record that Illinois Traction 
Company was to be dissolved, it is 
still before us as a registered holding 
company and a respondent in this 
proceeding, and we must order it to 
comply with the requirements of § 11 
(b) (1). 

Illinois Traction’s subsidiaries op- 
erate two large electric utility systems 
and several smaller electric properties. 
One of the larger systems, located in 
northern, central, and southern Illi- 
nois, is operated by Illinois Iowa Pow- 
er Company and Kewanee Public Serv- 
ice Company, both direct subsidiaries 
of Illinois Traction. The other, in 
south central Iowa, is operated by Des 
Moines Electric Light Company, a 
subsidiary of Illinois Iowa, and Iowa 
Power and Light Company, a subsid- 
iary of Des Moines. 





Sess. on H. R. 5423, pp. 1747, 1794, 1795, 
1865, 2254, 2280. 

51 Jn addition, Illinois Traction held 300,000 
warrants to purchase an equal number of 
shares of Illinois Iowa’s common stock. These 
warrants are carried on Illinois Traction’s 
books at $1. Light & Power had direct in- 
terests at December 31, 1940, in Illinois Iowa 
through ownership of 4,800 shares of 5 per 
cent cumulative convertible preferred stock, 
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800 certificates for dividend arrears and $16- 
000 principal amount of 54 per cent debentures, 
the aggregate carrying value being $139,215. 
North American carried a small direct in- 
vestment in Illinois Iowa common stock at 
$53,085, and carried a direct investment in its 
preferred at $135,795. In addition, it, held 
directly dividend arrears certificates carried at 
December 31, 1940, at $56,547, and funded 
debt carried at an aggregate of $621,734. 
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The capitalization of Illinois lowa, 
as of December 31, 1940, was: 


Funded Debt ........ Seis ealets $97,228,100 
Preferred Stock 24,175,000* 
Common Stock 19,595,125 
Earned Surplus (since May 1, 

7,137,746 


14,168,648 
$162,304,619 


* Dividend arrears on this stock amounted 
to $4,432,083 in 1940. 


After deduction of depreciation re- 


Security 
Funded debt 
Preferred stock 


Common stock 


serves, the property and plant account 
of the company amounted to $92,- 
547,032, as of this same date. It car- 
ried investments in its subsidiaries at 
$67,123,872. 

Kewanee, whose operations are 
closely related to the electric operations 
of Illinois Iowa, carries its plant and 
property at $2,160,897 (with a depre- 
ciation or retirement reserve of $346,- 
987). 

The combined net income of both 
these companies in 1940 was $2,078,- 
194, Illinois lowa accounted for $2,- 
073,198 of this amount. 

The capitalization of Des Moines 
and Iowa Power and Light (whose 
electric operations are closely related 
and which we find, for reasons herein- 
after stated, together operate a single 
integrated electric utility system) at 
December 31, 1940, was: 

Long-term debt 
Advances from Illinois Iowa .... 
Preferred stock 


Common stock 
Surplus 


$31,843,263 


Illinois Iowa holds all the common 
stock of Des Moines and $1,750,000 
of Des Moines’ bonds, which holdings 
it carries at $8,839,387. 

The total operating revenues of Des 
Moines and lowa Power and Light in 
1940, on a consolidated basis, were 
$7,086,710 and net income, upon the 
same basis, was $1,575,688. 

The securities of lowa Power and 
Light are held as follows: 


Held By 
Public 


$49,600 by Des Moines, 
remainder by public 
Des Moines 


A. The Principal System 


Neither Illinois Traction Company 
nor Illinois lowa Power Company has 
indicated its choice of any “principal 
system.” In order to dispose of the 
issues here raised, we have decided to 
base this opinion and our order here- 
in on the largest and most important 
electric utility system included in the 
operations of Illinois Iowa and Ke- 
wanee as the principal integrated sys- 
tem of Illinois Traction Company, and 
of Illinois Iowa. However, Illinois 
Traction and Illinois Iowa will be af- 
forded a further opportunity to present 
argument, should they so desire, on the 
appropriateness of this choice of their 
principal system. Our order, in so far 
as it requires divestment by Illinois 
Traction and Illinois Iowa, will be 
subject to modification if after presen- 
tation of further argument or evidence 
in this respect, such modification 
should appear to be necessary. 

The principal system upon which 
our opinion and order herein are based 
includes the electric operations of IlIli- 


Amount 
$11,466,000 
6,372,900 





520n August 22, 1941, we issued a notice 
of and order for hearing (Holding Company 
Act Release No. 2953) instituting proceedings 
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under § 11(b)(2) of the act against Illinois 
Iowa Power Company. The order makes the 
tentative charge that upon the basis of an ex- 
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nois Iowa in the three large areas in 
northern, southern, and central Illinois 
and in the area in Sangamon and 
Logan counties, together with the elec- 
tric operations of Kewanee Public 
Service Company. 

[25] Respondents have asserted 
that the limits of the system thus de- 
scribed are too narrowly confined. 
They contend (1) that certain elec- 
tric operations conducted by Illinois 
Iowa in four additional areas must be 
considered together with the other 
electric operations of Illinois lowa and 
Kewanee as part of a single integrated 
electric utility system, and (2) that the 
electric operations of Des Moines and 
Iowa Power and Light must also be 
considered together with all the elec- 
tric operations of Illinois Iowa and 
Kewanee as a single integrated system. 

1. The additional electric opera- 
tions conducted by Illinois Iowa, to 


which respondents’ first contention re- 
lates, are relatively small in size and 
are located in the central and southern 
portions of Illinois, in regions around 
Jacksonville, Enfield, Eldorado, and 


Cairo, respectively. Although the 
main areas which we have held consti- 
tute the pirncipal integrated system are 
physically interconnected by means of 
lines owned, or leased for joint use, no 
such connections exist among any of 
the four small areas, or between any 
of them and the main areas. The only 
physical interconnection which may be 
said to exist between the smaller areas 
and the principal operations of Illinois 
Towa results from the fact that facili- 
ties in the smaller areas are connected 


with facilities operated by Central IIli- 
nois Public Service Company, a non- 
affiliated company whose territory ad- 
joins that of Illinois Iowa. 

We cannot find that the operations 
in these smaller areas can be consid- 
ered together with the principal oper- 
ations of Illinois Iowa as a single in- 
tegrated electric utility system. In de- 
termining the boundaries of an inte- 
grated electric utility system under 
§ 2 (a) (29), we must find that the 
utility assets included therein are 
physically interconnected or are capa- 
ble of such interconnection, and that 
these utility assets under normal con- 
ditions may be “economically operated 
as a single interconnected and céordi- 
nated system.” (Italics supplied.) We 
think it clear that the quoted language 
refers to the physical operation of util- 
ity assets (not the management of the 
company or companies owning them) 
as a single interconnected and coérdi- 
nated system; that is, a system in 
which (inter alia) the generation 
and/or flow of current within the sys- 
tem may be centrally controlled and al- 
located as need or economy directs, and 
which is operated as a unit. Thus, 
even though we find physical intercon- 
nection exists or may be effected, evi- 
dence is necessary that in fact the iso- 
lated territories are or can be so oper- 
ated in conjunction with the remain- 
der of the system that central control 
is available for the routing of power 
within the system. We can make no 
such finding with respect to the four 
smaller areas. Power sold by Illinois 
Towa in the Jacksonville, Enfield, and 





amination of the corporate structure of II- 
linois Iowa and its subsidiaries, it appears to 
the Commission that: 

“The corporate structure of Illinois Iowa 
Power Company unduly and unnecessarily 
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complicates the structure and unfairly and 
inequitably distributes voting power among 
security holders of the holding company sys- 
tem of which it is a part.” 

This proceeding is now pending before us. 


300 





 Wweretiheewnieavo - 


RE THE NORTH AMERICAN CO. 


Eldorado areas is purchased from the 
Central Illinois Company. The Cairo 
area has a generating station, but IIli- 
nois lowa’s management regards it as 
more economical to purchase power 
for that area from the same company. 
Although it has been admitted that 
present interconnection of the four 
smaller areas with the rest of the sys- 
tem by facilities of Illinois Iowa is 
not “economical” or “provident,” it is 
claimed that the operation of the elec- 
tric facilities in these areas is 
“thoroughly codrdinated” and “effi- 
ciently carried on.” This may be true 
with respect to corporate management, 
but the record does not convince us 
that all of the electric facilities of Illi- 
nois Iowa are, or can be, operated 
physically as a single interconnected 
and codrdinated system. 

2. Nor can we agree with respond- 
ents’ contention that the electric oper- 
ations of Des Moines and Iowa Power 
and Light, located in southern Iowa, 
should be considered together with the 
electric operations of Illinois lowa and 
Kewanee as a single integrated elec- 
tric utility system. 

It has been stipulated that these 
properties are capable of physical in- 
terconnection. However, the evidence 
indicates that they are separately oper- 
ated and that at present there is no 
physical connection between them ex- 
cept through facilities owned by other 
companies and running through for- 
eign service territories. There is noth- 
ing in the record which would indicate 
that physical interconnection of the 
two properties by means of their own 
facilities is contemplated or is possible, 
within the reasonably near future. 
The statute defines an integrated elec- 
tric system as one—“consisting of one 


or more units of generating plants 
and/or transmission lines and/or dis- 
tributing facilities, whose utility as- 
sets, whether owned by one or more 
electric utility companies, are physical- 
ly interconnected or capable of physical 
interconnection and which under nor- 
mal conditions may be economically op- 
erated as a single interconnected and 
coordinated system confined in its 
operations to a single area or region, 
in one or more states, not so large as 
to impair (considering the state of the 
art and the area or region affected) 
the advantages of localized manage- 
ment, efficient operation, and the effec- 
tiveness of regulation.” (Section 2 
(a) (29) (A)). 

There has been no attempt to show 
that the Illinois and Iowa properties 
are at present operated as a “coodrdi- 
nated” system, or that such operation 
under “normal” conditions is possible. 
While we need not here discuss all the 
possible meanings of the term “normal 
conditions,” certainly it does not refer 
to conditions which might occur in the 
remote future, and whose occurrence 
has not been foreshadowed by any 
facts shown in the record. According- 
ly, we cannot find that the Illinois and 
Iowa properties together constitute a 
single integrated electric utility sys- 
tem. 

We conclude, therefore, that the 
electric operations of Illinois Iowa in 
the four main service territories in 
northern, central, and southern IIli- 
nois, together with the electric opera- 
tions of Kewanee Public Service Com- 
pany, constitute those of a single inte- 
grated electric utility system within the 
meaning of the act. We find further 
that the electric operations of Illinois 
Iowa conducted in and around Jack- 
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sonville, Enfield, Eldorado, and Cairo 
constitute four separate and additional 
integrated electric utility systems, and 
that the electric operations of Des 
Moines and Iowa Power and Light 
constitute still an additional integrated 
electric utility system. 


B. The Additional Utility Systems 
by Illinois Traction 


Retainable 
Company 


1. The Additional Electric Utihty 
Systems 


We must consider next whether the 
four smaller integrated electric utility 
systems of Illinois Iowa and the inte- 
grated electric utility system of Des 
Moines and Iowa Power and Light 
are retainable as additional systems to 
that of the principal system of Illinois 
Iowa and Kewanee. Since all of these 
systems are located in Illinois and 
Iowa, clause (B) does not bar their 
retention by a single holding company. 

We find that the four smaller sys- 
tems of Ilinois Iowa cannot be oper- 
ated as independent systems without 
the loss of substantial economies 
which can be secured by their reten- 
tion under joint control together with 
the principal system of Illinois Iowa 
and Kewanee; and that the combina- 
tion of all of these systems under the 
control of a single holding company 
is not so large as to impair the advan- 
tages of localized management, eff- 
cient operation, and the effectiveness 
of regulation. Accordingly, we hold 
that the four smaller systems of IlIli- 
nois Iowa may be retained in addition 
to the principal system of Illinois lowa 
and Kewanee. We cannot find, how- 
ever, that the electric utility system of 
Des Moines and Iowa Power and 


43 PUR(NS) 


Light can be retained as an additional 
system under the statute. 

The principal argument advanced 
with respect to retention of the elec- 
tric utility system of Des Moines and 
Iowa Power and Light is based on 
the claim, already disposed of, that it 
and the electric properties of Illinois 
Iowa constitute a single system. How- 
ever, Light & Power has also re- 
quested findings that the electric utility 
system of Des Moines and Iowa Pow- 
er and Light cannot be operated inde- 
pendently without the loss of substan- 
tial economies and that the combina- 
tion of these properties together with 
the electric operations of Illinois Iowa 
and Kewanee would satisfy clause 
(C). 

The testimony of C. A. Leland, 
president of both the Des Moines and 
Iowa Power and Light companies, is 
cited to us for the proposition that 
substantial economies would be lost by 
a severance of the systems. We can 
find no support in the record for this 
claim. Some of this testimony repre- 
sents the witness’ opinion as to the 
advantages of holding companies gen- 
erally. Some of it is evidence of con- 
tact with North American and its di- 
rect subsidiaries—of little value in 
assessing the relationship between the 
Illinois Iowa and the Des Moines and 
Iowa Power and Light systems. Nei- 
ther system has any substantial con- 
tacts in respect of its operations with 
either Illinois Traction Company or 
Light & Power.®* The evidence re- 
specting the relationship between the 
two systems does show that the Des 





58 The only evidence of any such contact 
is that of a single instance of aid by Allen 
Van Wyck, president of Light & Power, ina 
Des Moines financing in 1938. 
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Moines and Iowa Power companies 
pay salaries to certain personnel of II- 
linois Iowa for services performed.™ 
However, upon careful consideration 
of the record, we cannot find that it 
has been shown that severance of the 
affiliation of these systems would de- 
prive either of them of irreplaceable 
services, or involve such an increase, 
if any, in the cost of benefits now re- 
ceived from intrasystem contacts that 
the loss of substantial economies would 
result from the operation of each as an 
independent system. 

Since we cannot find that clause 
(A) would be satisfied by the reten- 
tion of both systems under common 
control, we must order Illinois Trac- 
tion Company to divest itself of the 
electric utility system operated by Des 
Moines and Iowa Power and Light. 

It may be appropriate also to cite 
one important factor which bears on 
the question whether the retention of 
the Illinois and Iowa systems in com- 
bination would meet the standards of 
clause (C). 

It has been stated that the lowa 
companies are subject to regulation by 
the Iowa State Commerce Commission 
with respect to the routing of gas and 
electric transmission lines and the 
standards of their construction. How- 
ever, rates are not centrally regulated 
but are the subject of negotiation with 
individual communities served by the 
Iowa companies. The absence of such 


central regulation makes it particular- 
ly necessary to apply rigorously the 
standards of clause (C) to insure the 
localization of each system’s policy de- 
terminations. When the making of 
policy is in the hands of men who are 
not in their daily business activities 
responsive to local public feeling, and 
when the great resources of holding 
companies are pitted against local com- 
munities in their attempts at regula- 
tion, the growth of the holding com- 
pany results in a direct impairment of 
“effective public regulation.” (See 
§ 1 (b) (5).) Section 11 (b) (1) is 
designed to limit such growth and to 
correct such situations where they ex- 
ist at present. It must be interpreted 
to achieve that result. For that rea- 
son alone we could not find that the 
combination of the Illinois and Iowa 
systems under joint control would 
meet the standards of clause (C). 


2. The Additional Gas Utility 
Systems® 


All of the four electric utility sub- 
sidiaries of Illinois Traction Company 
(i. e., Illinois Iowa, Kewanee, Des 
Moines, and Iowa Power and Light) 
are also gas utility companies. An- 
other subsidiary, Cahokia Manufac- 
turers Gas Company, own only gas 
facilities which are leased to Illinois 
Iowa. 

Illinois lowa and Kewanee, in 1940, 
distributed gas to 54 communities in 





54 This evidence shows instances of engineer- 
ing and chemical consultation and aid to Des 
Moines in 1936 and 1939, assistance in rate 
matters, exchange of advertising and other 
promotional information, and aid in account- 
ing and taxation problems. 

55 We have been asked to find that all of 
the electric and gas operations of Illinois 
Traction’s subsidiaries in Illinois and Iowa 
taken together constitute a single integrated 
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system. This request must be rejected. First, 
we have already pointed out that gas and elec- 
tric properties may not be retained together 
as parts of a single integrated system. Re 
Columbia Gas & E. Corp. (1941) Holding 
Company Act Release No. 2477, 37 PUR(NS) 
288; Re United Gas Improv. Co. (1941) 
Holding Company Act Release No. 2692. 
Second, we have held that the combination of 
the electric properties alone cannot be re- 
garded as a single system. 
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11 isolated areas in the state of 
Illinois. A total of 99,600 gas cus- 
tomers was served with 23,320,000 
therms of gas, and these sales ac- 
counted for approximately 15 per cent 
of the $21,605,000 aggregate operat- 
ing revenues on a consolidated basis 
of these companies. The only terri- 
tory served with gas by Illinois Iowa 
and Kewanee, which is not also served 
with electricity, lies in and around 
East St. Louis. Eight gas production 
plants are owned and, in 1940, gas was 
also purchased from three unaffiliated 
sources. It is stated that the flow of 
gas from all sources is centrally di- 
rected from Decatur. 

The gas facilities owned by Illinois 
Iowa and Kewanee consist of relative- 
ly small separate branch transmission 
lines serving separate retail systems 
and a transmission line fed with en- 
riched manufactured gas out of East 
St. Louis. The transmission lines 
serving the various retail areas in IIli- 
nois are not generally physically inter- 
connected. As of December 31, 1940, 
the total book value of fixed assets used 
in the electric operations of Illinois 
Iowa and Kewanee was $65,614,537, 
and the book value of fixed assets used 
in the gas operations was $22,806,652. 

We need not decide now, and indeed 
the evidence is such that we cannot 
decide, the number or the confines of 
the integrated gas utility systems con- 
trolled by Illinois, Iowa, Kewanee, and 
Cahokia Manufacturers Gas Com- 
pany. Their retention, together with 
the retainable electric operations of 
Illinois Iowa and Kewanee, would not 
be barred by clause (B) since, except 
for the territory of East St. Louis, the 
gas operations cover the same area as 
the retainable electric operations. The 
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evidence introduced to show that the 
standards of clauses (A) and (C) 
have been met indicate some evidence 
of joint use of facilities, personnel, 
and management. But, here again, we 
do not think the record contains an 
adequate exploration of the relevant 
evidence bearing on this question. 
(Compare the discussion supra, pp. 
278, 279, of the retainability of the gas 
operations of the Union group and St. 
Louis County Gas Company.) We 
have therefore decided not to make 
any findings on this matter at this 
time. The record will be reopened for 
the purpose of receiving further evi- 
dence bearing on the permissibility un- 
der the act of retention of these gas 
operations in addition to the retainable 
electric operations of Illinois lowa and 
Kewanee. Our order setting the date 
for the further hearing will contain a 
statement of the specific matters on 
which we desire to have additional evi- 
dence presented. 

There is no evidence in the record 
which would permit us to find that the 
gas operations conducted by Des 
Moines and Iowa Power and Light 
may be retained. The evidence intro- 
duced in this respect deals only with 
the relationship existing between the 
gas and electric operations of these 
two companies. We have already held 
that these electric properties must be 
disposed of, and we cannot find that 
their gas operations meet the standards 
of clauses (A), (B), and (C) in rela- 
tion to the properties of Illinois Iowa, 
Kewanee, or Cahokia Manufacturers 
Gas Company. 


C. The “Other Businesses” Retainable 
by Illinois Traction Company 
Nonutility operations in the Illinois 
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Traction system are conducted by 
Western Illinois Ice Company, a direct 
nonutility subsidiary of Illinois Trac- 
tion Company, by Illinois Iowa and 
two of its subsidiaries, Illinois Termi- 
nal Railroad Company and Central 
Terminal Company, and by Des 
Moines Electric Light Company. 


1. IWinois Traction’s Direct Nonutil- 
ity Subsidiary 

(a) Western Ilinots Ice Company. 
This company operates ice manufac- 
turing plants in Galesburg and 
Kewanee, Illinois. Its net operating 
revenues in 1940 amounted to $35,- 
603. It purchases current from Illi- 
nois Iowa and certain services are per- 
formed for it by Illinois Iowa person- 
nel. Illinois Traction, which holds all 
its common stock, carried that invest- 
ment at December 31, 1940, at $235,- 
755. No claim has been made that re- 
tention of this business is warranted 
under the “other business” clauses, 
and, on the record before us, we can- 
not find, under the standards of § 11 
(b) (1), that its retention is reason- 
ably incidental, or economically neces- 
sary or appropriate to the operations 
of any retainable utility system of IIli- 
nois Traction. Accordingly, divest- 
ment thereof must be required. 


2. “Other Businesses” of Illinois Iowa 


(a) Steam heating business. Seven 
communities in the service territory of 
the electric operations of Illinois Iowa 
are supplied with steam generated in 
boilers located in electric generating 
stations, and operated by personnel 
also engaged in the electric operations. 
The business produced net revenues 
before taxes and depreciation of $70,- 
118 in 1940, and had an aggregate of 
[20] 
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$1,975,330 of assets at December 31, 
1940. The supplying of steam is inti- 
mately related to the operations of the 
electric utility systems of the com- 
pany, and we find that the business is 
retainable as reasonably incidental, or 
economically necessary or appropriate 
to such operations. 

(b) Water business. Water service 
is rendered in three communities 
which are in the service areas of Illi- 
nois Iowa’s electric operations. This 
business produced net operating rev- 
enues, in 1940, of $30,210. As of the 
end of 1940, the book value of fixed 
assets used in the business was $1,- 
371,598. In one of the communities 
served (Marseilles), pumping equip- 
ment is located in one of Illinois lowa’s 
generating stations. All energy used 
in the water business is supplied by 
Illinois Iowa. It is stated that though 
efforts have been made to sell this wa- 
ter business, it has been found “almost 
impossible” to procure an “even ap- 
proximately satisfactory” offering, 
and that the Illinois Commerce Com- 
mission would not permit an abandon- 
ment of the business. 

We have already noted that argu- 
ments based on the asserted difficulty 
of disposition of a property are irrel- 
evant in a consideration of whether 
it may be retained under the standards 
of § 11 (b) (1). Such arguments 
are pertinent only to the question when 
compliance with a divestment order 
should be enforced. The only other 
claims asserted to support the reten- 
tion of this business are that it is a 
customer of Illinois Iowa and that it 
maintains some of its equipment in 
one of Illinois Iowa’s generating sta- 
tions. We cannot find that these facts 
show such a relationship between this 
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water business and the operations of 
the retainable utility operations as 
would justify a finding that retention 
of this business meets the standards 
of § 11 (b) (1). We must therefore 
order its divestment. 

(c) Ice business. Illinois Iowa op- 
erates ice manufacturing plants in five 
Illinois communities. These opera- 
tions produced net operating revenues 
before taxes and depreciation in 1940 
of $10,357. Current for the business 
is provided by Illinois Iowa. 

No claim has been made that this 
business is retainable and since we can- 
not find that it is reasonably inciden- 
tal, or economically necessary or ap- 
propriate to the operations of the re- 
tainable utility systems, our order will 
require its divestment. 

(d) O1l drilling. Certain territory 
around Centralia (in the area ,of IIli- 
nois Jowa’s electric operations) is 
proven oil land. Illinois Iowa has con- 
structed three oil wells in this territory 
and invested about $56,000. They 
have produced, since their operation, 
an income, after all expenses and 
taxes, of $60,000. The oil has, to 
some extent, been used in the Cen- 
tralia gas plant of the company for the 
production of carburetted water gas. 
It has, it is claimed, also been used in 
other plants of the company after hav- 
ing been repurchased from the pipe 
line company to which it was sold. 

On the basis of the record before 
us, we cannot find that a sufficient re- 
lationship between this oil business 
and the operations of the retainable 
utility systems has been shown to jus- 
tify a finding that retention of the oil 
business meets the standards of § 11 
(b) (1). Accordingly, its divestment 
must be ordered. 


(e) Transportation business. Illi. 
nois Iowa conducts a street railway, 
trolley, and gasoline motor bus sery- 
ice in Peoria, Illinois, which is outside 
its utility service territory. Power 
for these properties has been pur- 
chased from unaffiliated sources. The 
business produced, in 1940, net oper- 
ating revenues before taxes and depre- 
ciation of $196,436 on an investment 
in fixed assets carried at $5,392,000, 
It has been stated that attempts have 
been made to sell the properties, but 
that the prices offered have not been 
deemed sufficient. 

The record does not warrant a find- 
ing that retention of this business is 
reasonably incidental, or economically 
necessary or appropriate to the opera- 
tions of the retainable utility systems 
of Illinois Traction. Its divestment 
must be ordered. 

(f) Illinois Terminal Railroad 
Company and Central Terminal Com- 
pany. Illinois Terminal Railroad 
Company is an Illinois corporation or- 
ganized in 1937 to take over the con- 
solidated properties of five railroad 
companies. Its general office is in St. 
Louis, Missouri, and its property is lo- 
cated in Missouri and Illinois. As of 
December 31, 1940, the railroad com- 
pany had outstanding : 


Funded debt 


$14,229,000 
Advances from Illinois Iowa .... 492,325 


Common stock 25,000,000 


All of its common stock is held by 
Illinois Iowa. 

Central Terminal Company owns 
and operates a warehouse and office 
building in St. Louis in which terminal 
facilities are supplied. These latter 
facilities are leased to the railroad 
company. The Terminal Company 
also conducts certain minor real estate 
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operations. As of December 31, 
1940, the book value of its fixed assets 
amounted to $6,901,286. As of the 
same date, the Terminal Company had 
outstanding : 

Funded debt 

Advances from Illinois Iowa 

Common stock 

All of its common stock is held by IIli- 
nois Iowa. 

The railroad company operates a 
steam and electric road whose tracks 
form a web around St. Louis and 
East St. Louis and run thence up to 
Peoria, in central Illinois, form a loop 
at Springfield, Mackinaw, Blooming- 
ton, and Decatur, and run eastward in- 
to Danville.8* It is a standard gauge 
road and its freight equipment is in- 
terchangeable with any road using 
standard equipment. It is subject to 
the jurisdiction of the Interstate Com- 
merce Commission. 


The railroad company also owns a 
dock and barge loading plant at Alton, 
Illinois, used primarily for the loading 
of barges for the Mississippi coal and 


coke traffic. In addition, it runs pas- 
senger busses between East St Louis 
and Granite City, Illinois, and owns a 
toll and railroad bridge (the McKinley 
bridge) across the Mississippi river. 
As of December 31, 1940, the total 
book value of all its fixed assets was 
$51,726,769. 

The arguments made for retention 
of the railroad company’s properties 
are (1) that prior to 1923 certain 
electric and railroad facilities in Illi- 
nois Iowa’s service area were jointly 
owned ; (2) that the railroad company 


is the largest customer of Illinois Iowa; 
(3) that much equipment owned by 
Illinois Iowa is primarily devoted to 
serving the road and that telephone 
facilities owned by the road are also 
used by Illinois lowa; (4) that certain 
joint facilities are cared for by joint 
personnel; (5) that economies result 
from common ownership; and (6) 
that it is difficult to sell the railroad 
properties. No argument for reten- 
tion of the Terminal Company is made 
save that it should “obviously” be un- 
der common control with the railroad. 


We have discussed at some length 
the criteria which we think are rele- 
vant to the question whether various 
interests may be retained under the 
“other business” clauses of § 11 (b) 
(1) (see pp. 279-282, supra), and 
have already disposed of contentions 
identical with those made here. A 
showing of historical relationship be- 
tween the railroad and the electric fa- 
cilities of Illinois Iowa, the fact that 
the railroad is its largest customer, and 
the alleged difficulty of disposing of the 
railroad properties have no bearing on 
this question. The use of certain joint 
facilities and the economies resulting 
from common ownership do have some 
pertinency but, after careful analysis 
of the evidence and arguments pre- 
sented, we cannot find that the rela- 
tionship of the railroad and Terminal 
properties to the operations of the re- 
tainable utility systems of Illinois 
Traction is such as to warrant reten- 
tion of these railroad and real estate 
properties under the control of a reg- 
istered public utility holding company. 





56 The properties of this company also, in- 
clude an electric railway line between St. 
Louis and Alton, formerly owned by St. Louis 
& Alton Railway Company (a wholly owned 
subsidiary of Union Electric Company of 
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Missouri) and leased to Illinois Terminal. 
On December 31, 1940, St. Louis & Alton 
Railway sold these properties to Illinois Term- 
inal and on April 18, 1941, St. Louis & Altou 
was dissolved. 
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We have considered the applicability 
of the “other business” clauses of § 11 
(b) (1) to a railroad business con- 
trolled by the Union group and, under 
facts showing a very close relationship 
between the railroad business and the 
utility system, we concluded that the 
railroad business could be retained. 
(See pp. 287, 288, supra.) There are 
no comparable facts here. We cannot 
find under § 11 (b) (1) that the rail- 
road and Terminal companies’ busi- 
nesses are reasonably incidental, or 
economically necessary or appropriate 
to the operations of any integrated 
public utility system retainable by IlIli- 
nois Traction. Accordingly, we must 
order Illinois Traction and Illinois 
Iowa to divest themselves of these in- 
terests. 

(g) Dormant companies. Certain 
direct subsidiaries of Illinois Iowa, 
which have no tangible assets and do 


no business, have been kept in exist- 
ence for the purpose of preserving 
franchises in areas in which Illinois 
Iowa conducts its gas business,® or 
because unsettled claims against them 


are outstanding.*® One of these com- 


panies, the Venice Gas Company, has 
assigned its franchise to Illinois Iowa 
and that company now operates under 
the franchise. 

It has been stated that these com- 
panies will be “dissolved as soon as 
circumstances permit.” The owner- 
ship of franchises in the area served 
by Illinois Iowa appears to be closely 





57 These companies are Cairo City Gas Com- 
pany, Champaign and Urbana Gas Light and 
Coke Company, Decatur Electric Company, 
Danville Gas Light Company, The Jackson- 
ville Gas Light & Coke Company, Jackson- 
ville Railway and Light Company. 

58 These companies are St. Louis Electric 
Terminal Railway Company and Venice Gas 
Company. 
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related to the gas operations of the 
system and since we have determined 
to reserve decision with respect to the 
gas operations, we shall also reserve 
judgment as to these companies. As 
to St. Louis Electric Terminal Rail- 
way Company, since it does no busi- 
ness whatsoever, and since it is merely 
being kept alive in connection with the 
settlement of outstanding claims, we 
must require that it be separated from 
the Illinois Traction system by disso- 
lution or otherwise. 


3. “Other Businesses’ of Des Moines 
Electric Light Company 


The only nonutility business en- 
gaged in by Des Moines and its subsid- 
iary, lowa Power and Light, is a heat- 
ing business. The evidence with re- 
spect to this business deals only with 
its relationship to the utility opera- 
tions of Des Moines and Iowa Power 
and Light. Since we have concluded 
that these utility operations must be 
disposed of, we cannot find, under 
§ 11 (b) (1), that this heating busi- 
ness is reasonably incidental, or eco- 
nomically necessary or appropriate to 
the operations of any retainable utility 
system of Illinois Traction Company. 


Conclusions with Respect to the Illi- 
nots Traction System 

In accordance with the foregoing, 
Illinois Traction Company and Illinois 
Iowa Power Company will be ordered 
to divest themselves of all holdings, 
direct and indirect, of the securities of 
Des Moines Electric Light Company 
and Iowa Power and Light Company. 
Illinois Traction will also be required 
to divest itself of all its holdings of 
securities of Western Illinois Ice Com- 
pany ; and Illinois Traction and Illinois 
Iowa will be directed to dispose of the 
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water, ice, oil drilling, and transporta- 
tion business of Illinois Iowa, the rail- 
road, terminal, and real estate busi- 
nesses Of Illinois Iowa’s subsidiaries, 
Illinois Terminal Railroad Company 
and Central Terminal Company, and 
the securities of St. Louis Electric 
Terminal Railway Company. 

As we have indicated, Illinois Trac- 
tion and Illinois Iowa will be afforded 
a further opportunity to present argu- 
ment, should they so desire, on the 
appropriateness of the choice of the 
electric operations of Illinois lowa and 
Kewanee as their “principal system” ; 
and our order, in so far as it requires 
divestment by Illinois Traction and 
Illinois Iowa, will be subject to modi- 
fication, if, after presentation of fur- 
ther argument or evidence in this re- 
spect, such modification appears nec- 
essary. We shall order a further 
hearing on the question whether the 
gas properties of Illinois Iowa, Ke- 
wanee and Cahokia (and the dormant 
companies kept alive for franchise 
reasons) may be retained in combina- 
tion with the retainable electric prop- 
erties. 


VII. The Holding Company System 
of Illinots Iowa Power Company 


Illinois Iowa is not only an operat- 
ing company and a subsidiary of Illi- 
nois Traction, but is itself a registered 
holding company heading a large sys- 
tem. However, all of the problems 
which arise in the application of the 
standards of § 11 (b) (1) to Illinois 
lowa’s holding company system have 
already been discussed and disposed of 
in connection with our discussion of 
the Illinois Traction system. 

Subject to any further argument 
which may be requested as to the ap- 
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propriateness of the choice of its 
“principal system,” we have held that 
Illinois Iowa may retain its directly 
owned electric and steam-heating prop- 
erties. Our order will require the di- 
vestment of its water, ice, oil drilling, 
and transportation businesses and the 
divestment of its holdings, direct and 
indirect, of the securities of Des 
Moines Electric Light Company, Iowa 
Power and Light Company, Illinois 
Terminal Railroad Company, Central 
Terminal Company, and St. Louis 
Electric Terminal Railway Company. 
We are reserving our decision with re- 
spect to the retainability of the gas 
properties of Illinois lowa, Kewanee, 
and Cahokia and the dormant com- 
panies kept alive for franchise reasons. 


VIII. The Holding Company System 
of Des Moines Electric Light Com- 
pany 
Des Moines, a subsidiary of Illinois 

Iowa Power Company, is itself a reg- 

istered holding company and a re- 

spondent in this proceeding. Des 

Moines is a Maine corporation organ- 

ized in 1909. Its properties and those 

of its wholly-owned subsidiary, Iowa 

Power and Light Company, are lo- 

cated entirely in Iowa. 

The territory served with electricity 
by Des Moines and Iowa Power and 
Light contains about 3,240 square 
miles. It is a solid area running 102 
miles east to west, and 52 miles north 
to south. It has a total population of 
about 290,000. The companies serve 
101 communities and intervening ru- 
ral areas, 99 with electricity, 8 with 
gas, and 1 with steam heat. The prop- 
erty devoted to the electric business 
represents 75.7 per cent of the total of 
the properties of both companies ; 23.6 
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per cent of the properties are devoted to 
the gas and .7 per cent to the heating 
businesses. Both companies own pro- 
duction, transmission, and distribution 
units. 


A. The Principal and Additional Sys- 
tems of Des Moines 


Both companies own generating fa- 
cilities (steam and hydro) which are 
interconnected and are also connected 
with the companies’ transmission and 
distribution facilities. These opera- 
tions of both companies are conducted 
as a unit and, accordingly, we find that 
their electric operations constitute 
those of a single integrated electric 
utility system. The only question with 
respect to the retention of additional 
systems arises in connection with the 
gas business of the companies. Both 
Des Moines and Iowa Power and 
Light serve a total of eight communi- 
ties with natural and manufactured 
gas. In 1940, 39,900 gas customers 
were served with 12,900,000 therms 
of gas. These operations accounted 
for 24 per cent of the total operating 
revenues of the two companies. Nine- 
ty-three per cent of the gas customers 
of both companies reside in Des 
Moines. 

We find that the gas operations of 
Des Moines and Iowa Power and 
Light constitute those of a single inte- 
grated gas utility system. However, 
for reasons similar to those mentioned 
in our discussion of the retainability 
of the gas operations of the Union 





59 For the year ending December 31, 1940, 
total operating revenues for both companies 
from all sources were $7,086,710; $5,357,563 
of this amount is accounted for by the elec- 
tric business and $1,697,158 by the gas busi- 
ness. The book value of the companies’ as- 
sets as of December 31, 1940, was $39,846,543, 
23.6 per cent of which was devoted to the gas 
business. 


group and those of Illinois Iowa 
Kewanee, and Cahokia (see pp. 278 
279, 303, supra), we will not at this 
time pass upon the question whether 
the gas operations of Des Moines and 
Iowa Power and Light may be re. 
tained as a system additional to their 
integrated electric system. The record 
will be reopened for the introduction 
of further evidence bearing on that 
question. 


B. The “Other Businesses’ Retain. 
able by Des Moines 


The only nonutility business engaged 
in by Des Moines and Iowa Power 
and Light is the rendition of heating 
service in Oskaloosa, Iowa. In 1940 
this business accounted for $31,989 of 
revenue. Boilers used for heating 
service are located in a station which 
is used also as a point of connection 
between the main electric transmission 
system of the company and the Oska- 
loosa distribution system. Person- 
nel used in the station operate both the 
electric and steam services. We find 
that this heating business is reason- 
ably incidental, or economically neces- 
sary or appropriate to the operations 
of the retainable utility systems of Des 
Moines. 


Conclusions with Respect to Des 
Moines 


Subject to the further hearing with 
respect to the retainability of the gas 
operations, it will be unnecessary for 
Des Moines or Iowa Power and Light 
to take any action to comply with the 
requirements of § 11 (b) (1) of the 
act. 


Summary of Conclusions and Nature 
of Orders 


This summary of conclusions will 
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RE THE NORTH AMERICAN CO. 


indicate those interests and businesses, 
directly or indirectly held, controlled 
or operated, which must be disposed 
of by the various registered public 
utility holding companies in the North 
American system in order to comply 
with § 11 (b) (1) in accordance with 
our findings and opinion. 

Each of the registered holding com- 
panies in the system will be ordered 
to sever its relationship with the com- 
panies set forth below its name by dis- 
posing, or causing the disposition, in 
any appropriate manner not in contra- 
vention of the applicable provisions of 
the act or the rules and regulations 
promulgated thereunder, of its direct 
or indirect ownership, control, or 
holding of securities issued and prop- 
erties owned, controlled or operated by 
the said companies : 


I. The North American Company 

Union Electric Land and Develop- 
ment Company; East St. Louis & 
Suburban Railway Company ; East St. 
Louis Railway Company; Wisconsin 
Electric Power Company; The Mil- 
waukee Electric Railway & Transport 
Company; Motor Transport Com- 
pany; Badger Auto Service Company ; 
Wisconsin Gas & Electric Company ; 
Wisconsin-Michigan Power Compa- 
ny; Milwaukee Light, Heat & Trac- 
tion Company; Hevi-Duty Electric 
Company; The Cleveland Electric II- 
luminating Company; The Power & 
Light Building Company; The Ceico 
Company; North American Light & 
Power Company; The Kansas Power 
and Light Company; Missouri Power 
& Light Company; The Blue River 
Power Company; The McPherson Oil 
and Gas Development Company; 
Power & Light Securities Company; 
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North American Oil and Gas Com- 
pany; Northern Natural Gas Com- 
pany; Argus Natural Gas Company, 
Inc.; Peoples Natural Gas Company; 
Illinois Traction Company; Kewanee 
Public Service. Company; Cahokia 
Manufacturers Gas Company; West- 
ern Illinois Ice Company; Illinois 
Iowa Power Company; Des Moines 
Electric Light Company; Iowa Power 
and Light Company; Illinois Terminal 
Railroad Company; Central Terminal 
Company; Cairo City Gas Company; 
Champaign and Urbana Gas Light 
and Coke Company; Danville Gas 
Light Company; Decatur Electric 
Company ; The Jacksonville Gas Light 
& Coke Company; Jacksonville Rail- 
way and Light Company; St. Louis 
Electric Terminal Railway Company ; 
Venice Gas Company; Washington 
Railway and Electric Company; Po- 
tomac Electric Power Company ; Great 
Falls Power Company ; The Washing- 
ton and Rockville Railway Company 
of Montgomery County; Braddock 
Light & Power Company, Incorporat- 
ed; Capital Transit Company; Mont- 
gomery Bus Lines, Incorporated ; The 
Glen Echo Park Company ; West Ken- 
tucky Coal Company (New Jersey) ; 
West Kentucky Coal Company (Dela- 
ware); Peoples Coal Company; St. 
Bernard Coal Company ; North Amer- 
ican Utility Securities Corporation ; 
Pacific Gas and Electric Company and 
its subsidiaries; The Detroit Edison 
Company and its subsidiaries. 

The operations of the North Amer- 
ican system will thus be limited to the 
electric, gas (pending further action), 
and steam-heating operations of the 
Union group, the coal business of Un- 
ion Colliery Company, the transporta- 
tion business of St. Louis & Belleville 
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Electric Railway Company, and the 
building owned by 60 Broadway Build- 
ing Corporation. Further hearings 
will be held with respect to the retaina- 
bility of the gas operations of the Un- 
ion group and St. Louis County Gas 
Company, and with respect to the re- 
tainability of 60 Broadway Building 
Corporation. 

North American will be afforded 
further opportunity to present addi- 
tional argument or evidence, if it so 
desires, with respect to the choice of 
its principal system. 


II. Union Electric Company of Mis- 
sourt 

Union Electric Land and Develop- 
ment Company ; East St. Louis & Sub- 
urban Railway Company; East St. 
Louis Railway Company. 

The operations of the Union Elec- 
tric system will thus be limited to the 
electric, gas (pending further action), 
and steam-heating operations of the 
Union group, the coal business of Un- 
ion Colliery Company, and the trans- 
portation business of St. Louis & 
Belleville Electric Railway Company. 
Further hearings will be held with re- 
spect to the retainability of the gas 
operations of the Union group and St. 
Louis County Gas Company. 


III. Washington Railway and Electric 

Company 

Great Falls Power Company ; Capi- 
tal Transit Company; Montgomery 
Bus Lines, Incorporated; The Glen 
Echo Park Company. 

The operations of the Washington 
Railway and Electric Company system 
will be limited to the electric utility op- 
erations of Potomac Electric Power 
Company and Braddock Light & Pow- 
er Company, Incorporated. 
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IV. The Washington and Rockville 
Railway Company of Montgomery 
County 
Great Falls Power Company. 
The operations of the Washington 

and Rockville system will thus be limit. 

ed to the electric utility operations of 

Braddock Light & Power Company, 

Incorporated. 


V. Northern Natural Gas Company 
Argus Natural Gas Company. 
The operations of the Northern 

Natural Gas System will thus be limit 

ed to the gas operations of Peoples 

Natural Gas Company, and the gas 

production and transmission facilities 

of Northern Natural Gas Company. 

Northern Natural Gas Company 
will be afforded the further oppor- 
tunity to present argument as to 
whether it wishes to retain the Argus 
system rather than Peoples as its prin- 
cipal system. 


VI. Illinois Traction Company 

Western Illinois Ice Company ; Des 
Moines Electric Light Company ; Iowa 
Power and Light Company; Illinois 
Terminal Railroad Company ; Central 
Terminal Company; St. Louis Elec- 
tric Terminal Railway Company. 

Illinois Traction Company and Illi- 
nois lowa Power Company will also 
be ordered to divest themselves of any 
interest, direct or indirect, in the wa- 
ter, ice, oil drilling, and transportation 
businesses now engaged in by TIIlinois 
Iowa Power Company. 

The operations of the Iflinois Trac- 
tion system will thus be limited to the 
electric and gas operations of Illinois 
Iowa Power Company and Kewanee 
Public Service Company, the gas oper- 
ations of Cahokia Manufacturers Gas 
Company, and the steam-heating busi- 
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ness of Illinois Iowa Power Company. 
Further hearings will be held with re- 
spect to the retention of the gas opera- 
tions. 

Illinois Traction Company will be 
afforded a further opportunity to pre- 
sent evidence and argument on the 
question whether any single integrated 
utility system other than the major in- 
tegrated electric utility system of IIli- 
nois lowa Power Company and Kewa- 
nee Public Service Company shall 
serve as its principal system. 


VII. Illinots Iowa Power Company 

Des Moines Electric Company; 
Iowa Power and Light Company; 
Illinois Terminal Railroad Company ; 
Central Terminal Company; St. Louis 
Electric Terminal Railway Company. 

Illinois Iowa Power Company will 
also be ordered to divest itself of any 
interest held, directly or indirectly, in 
any nonutility business except the 
steam heating business which it now 
operates. 

The operations of the Illinois Iowa 
Power Company system will thus be 
limited to its own electric, gas (pend- 
ing further action), and steam heating 
businesses. Further hearings will be 
held with respect to the retainability of 
the gas business. 

Illinois Iowa Power Company will 
be afforded a further opportunity to 
present evidence and argument on the 
question whether any single integrated 
utility system now controlled by it oth- 
er than the major electric utility system 
designated as its principal system in 
this opinion shall serve as its principal 
system. 


VIII. Des Moines Electric Light 
Company as a registered holding com- 
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pany, need take no action at this time 
to comply with the requirements of 
§ 11(b)(1). Further hearings will be 
held with respect to the retention of 
the gas operations of Des Moines and 
Iowa Power and.Light. 

Our order will provide that its en- 
try, publication, and service shall be 
without prejudice to:the right of the 
Commission, and that jurisdiction 
shall be reserved, to issue such other 
and further orders as may be necessary 
or advisable for securing compliance 
with the provisions of the act and the 
rules and regulations thereunder, and 
in carrying out the provisions of the 
order. Our order will further provide 
that it shall in no way affect the con- 
duct of such proceedings and the en- 
try of such orders as the Commission 
shall deem necessary and appropriate 
under § 11(b)(2) of the act. 


At various points in this opinion 
and in connection with our discussion 
of the retention of various interests, 
we have adverted to respondents’ 
claims of alleged difficulties in dispos- 
ing of such interests. We have stated, 
and we again emphasize the fact, that, 
under the standards of the act, diffi- 
culties of disposition have no bear- 
ing at all on whether any patricular in- 
terest is retainable; and that such dif- 
ficulties are pertinent only to the ques- 
tion when compliance with our order 
of divestment should be enforced. 
Consequently, respondents’ references 
to adverse market conditions for the 
sale of securities have no relevancy 
whatever at this time. The statute 
provides a year within which respond- 
ents may comply with our order. Fur- 
thermore, on an appropriate showing 
(which would certainly include a 
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showing that bona fide attempts to 
dispose of properties had been prevent- 
ed by adverse market conditions), we 
may grant an additional year for com- 
pliance. And even at that time our 
orders under § 11(b) (1) are not 
self-enforcing. For under the act 
compulsory compliance can occur only 
after the Commission makes applica- 
tion to a court. 

It is appropriate also to point out 
once again that compliance with our 


be effected by the outright sale of 
properties for cash. It seems clear 
that a very large part of the divest. 
ments and dispositions necessary to 
comply with § 11(b) (1) and ow 
orders thereunder may be effectuated 
by stock dividends, by exchanges of 
portfolio securities with the security 
holders of the holding company, and 
through the exchange of properties be- 
tween systems. It may be that these 
methods in practice will overshadow 


§ 11(b) (1) orders need not always _ sales. 
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Re Republic Service Corporation et al. 


[File No. 4-44, Release No. 3513.] 


Intercorporate relations, § 19.8 — Holding company regulation — Petition by 
stockholder. 
1. A stockholder of a holding company has the right to request the Com- 
mission to take action under § 11(b) of the Holding Company Act, 15 
USCA § 79k(b), where proceedings under that section have not been in- 
stituted by the Commission, which request will be considered by the Com- 
mission, in its discretion, for appropriate action, p. 316. 


Intercorporate relations, § 19.8 — Simplification of holding companies — Right 
of stockholder to file plan. 

2. A stockholder does not have the right to file a plan of reorganization un- 

der § 11(e) of the Holding Company Act, 15 USCA § 79k(e), either on 

behalf of himself, or, derivatively, on behalf of his company, since the 

Commission has been designated by Congress as the exclusive agency for 

initiating integration or simplification proceedings, aside from the voluntary 

procedure specifically provided by § 11(e) for the filing of plans by com- 
panies subject to the act, p. 316. 


Constitutional law, § 1 — Right of petition. 
Discussion by Securities and Exchange Commission of the right to petition 
government for redress of grievances, with a consideration of the historical 
background, p. 316. 
[May 8, 1942.] 
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Pp 


ETITION by stockholder for institution of proceedings for 
simplification under § 11 of the Holding Company Act; dis- 


missed. 


APPEARANCES: Lynne A. Warren, 
for Irving H. Isaac; Francis H. 
Scheetz, for Republic Service Corpora- 
tion; Winthrop Johnson, for Public 
Utilities Division of the Commission. 


By the Commission: Irving H. 
Isaac, a preferred and common stock- 
holder of Republic Service Corpora- 
tion, a registered holding company, 
filed a petition with this Commission 
on November 21, 1941, requesting 
the issuance of an order under § 11 
(b) (2) of the Public Utility Holding 
Company Act of 1935, 15 USCA 
§ 79k(b)(2) requiring the company 
to distribute voting power fairly and 
equitably among its security holders 
“and/or” requesting the issuance of 
an order approving a plan submitted 
by him for the reorganization of the 
company under § 11(e) of the act. 
Petitioner submitted a brief in support 
of his petition and requested oral argu- 
ment before the Commission, which 
was granted. 


Petitioner's Allegations 


Petitioner alleges that no dividends 
have been paid on the preferred stock 
of Republic since May, 1933, and that 
on December 31, 1940, the aggregate 
dividend arrears thereon amounted to 
$45.75 per share, or a total of $804,- 
330; and that no dividends have been 
paid on common stock since December 
31, 1930, when a dividend of 5 per 
cent in common stock was paid. The 
petition also alleges that the liquida- 
tion value of the preferred, including 
the accumulated arrears, totals $2,562,- 
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430, or approximately $51,614 in ex- 
cess of the total preferred and common 
stock equity, per books, of $2,510,816, 
resulting in a deficit in the common 
stock account. It is also alleged that 
at no time since 1933 has the net in- 
come of the corporation equaled the 
preferred dividend requirements. Pe- 
titioner alleges that the common stock 
has no equity in either assets or earn- 
ings in the corporation and that, there- 
fore, its voting control of 75 per cent 
constitutes an unfair and inequitable 
distribution of voting power in viola- 
tion of § 11(b) (2). 

It is further alleged that the prop- 
erties of the sixteen subsidiaries of 
Republic are scattered from northeast- 
ern Pennsylvania to southwestern Vir- 
ginia “with little, if any, capability of 
interconnection” and that such scat- 
teration is in violation of § 11(b)(1). 
Finally, it is alleged that petitioner has 
made repeated efforts since 1937 to in- 
duce the management of Republic to 
comply with § 11(b), and that such 
efforts have been unavailing. 

On the basis of these allegations, pe- 
titioner asserts 

(1) that he is entitled to request the 
Commission to issue an order insti- 
tuting § 11(b) (2) proceedings, 

(2) that the Commission should in- 
stitute such proceedings, and 

(3) that petitioner has the right to 
file its own plan of reorganization un- 
der § 11(e) because, as a stockholder, 
it has a bona fide interest in the com- 
pany and also that, in view of the com- 
pany’s alleged failure to comply with 
the act, a derivative right has arisen to 
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file a plan on behalf of Republic under 
§ 11(e). 


The Right to Request the Institu- 
tion of § 11(b) Proceedings 


[1] Petitioner, as a stockholder 
of Republic, obviously has the right to 
petition the Commission to institute 
proceedings under § 11(b) to correct 
Republic’s alleged nonconformity with 
the requirements of the act. The right 
to petition the government for the re- 
dress of grievances is an inalienable 
right under the Constitution, guaran- 
teed against infringement under the 
First Amendment." 

The exercise of petitioner’s right to 
petition the Commission to redress his 
grievances is entirely appropriate, both 
as an expression of stockholder inter- 
est and needs and as an aid to the Com- 
mission in the performance of its stat- 
utory duties. All such requests, 
though on an informal basis, will, 
of course, continue to receive our seri- 
ous consideration, and appropriate ac- 
tion where circumstances so warrant. 


The Decision to Institute § 11(b) 
Proceedings 


Prior to the filing of the instant 
petition, our Public Utilities Division 


had been engaged in a § 11(a) study 
of Republic’s corporate simplification 
and integration problems, preliminary 
to the determination of whether or not 
proceedings should be instituted un. 
der § 11(b) of the act. Since the re. 
ceipt of the instant petition, this study 
has been expedited and is now com. 
pleted to the point where we have de. 
cided that § 11(b) proceedings should 
be instituted to determine what action, 
if any, is necessary to comply with 
§ 11(b). Accordingly, an appropriate 
order is being issued instituting such 
proceedings for the purpose of resoly- 
ing Republic’s status under § 11(b). 


The Right to File a § 11(e) Plan 


[2] We are compelled, however, 
to deny petitioner’s alternative request 
that the Commission issue an order 
instituting § 11(e) proceedings for the 
purpose of approving the plan of com- 
pliance with § 11(b) submitted by 
him, since we hold that petitioner does 
not have the right, either on his own 
behalf, or derivatively on behalf of his 
company, to file a § 11(e) plan for 
formal consideration by the Commis- 
sion at this time. 

There are no specific provisions in 
the act which grant a stockholder the 





1The right to petition government goes 
back at least as far as Magna Carta and 
has been one of the developing freedoms which 
men fought to acquire and retain. 
records that a committee of grievances to 
which petitions were referred was appointed 
by the House of Commons in 1571; a little 
later, in the seventeenth century, some of the 
most fundamental political ideas of the period 
were expressed through petitions, outstanding 
of which was the Petition of Right of 1628. 
See 12 Encyclopaedia of the Social Sciences, 
98, 99 (1934). The British Bill of Rights of 
1689, to which our own is largely indebted, as- 
serted that, “it is the right of the subjects to 
petition the King, and all commitments and 
prosecutions for such petitioning are illegal.” 

The Stamp Act Congress of 1765 stated in 
its Declaration of Rights: “That it is the 
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History - 


right of the British subjects in these colonies, § 
to petition the King or either house of parlia- 
ment.” Later the right was included in the 
bills of rights of the new states emerging from 
colonial status upon the creation of the United 
States of America and in the Federal Bill of 
Rights. 

During the agitation over the slavery issue 
prior to the Civil War, a special congression- 
al committee recommended that since discus- 
sions of the topic were disquieting, all peti- 
tions regarding it should be laid on the table 
without publication or notice. John Quincy 
Adams vigorously opposed this procedure for 
many years, maintaining that not even “the 
most abject despotism” would “deprive the 
citizen of the right to supplicate for a boon 
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right, at his own initiative, to file a 
§ 11(e) plan, thus instituting, in ef- 
fect, integration or simplification pro- 
ceedings. Inferentially, §§ 11(d), 
(e), and (£) may be construed to de- 
ny such a right. Sections 11(d) and 
(f) dealing with court enforcement 
of Commission orders under § 11(b) 
and reorganizations under the aegis of 
a court, respectively, permit the filing 
of plans with the court by“. . . any 
person having a bona fide interest (as 
defined by the rules and regulations of 
the Commission) in the reorganiza- 
tion”; and § 11(e) provides for the 
filing of a voluntary plan of compli- 
ance with § 11(b) by “any registered 
holding company or any subsidiary” 
thereof. Congress’ failure to provide 
for stockholder plans of compliance in 
advance of the institution of § 11(b) 
proceedings, in the face of specific pro- 
visions permitting companies to file 
such plans and permitting stockholders 
to file plans at a subsequent stage, leads 
to the inference that no such right is 
present under the statute. 


Petitioner urges, however, that al- 
though § 11(e) is limited, in haec ver- 
ba, to the filing of plans of compliance 
by the companies subject to the act, a 
stockholder has the derivative right to 


file a § 11(e) plan. This derivative 
tight is stated to arise from the fol- 
lowing propositions : 

(1) Section 11(b) imposes obliga- 
tions upon holding company systems to 
conform to its requirements of geo- 
graphical integration and corporate 
simplification ; 

(2) Republic does not conform to 
these statutory standards ; 

(3) Republic, although continuous- 
ly urged by petitioner to comply with 
the act, has taken no steps to do so, 


and this “illegal and injurious act of 
omission,” which deprives its stock- 
holders of substantial rights, entitles a 
stockholder to take upon himself and 
perform derivatively, under § 11(e), 
Republic’s corporate duty of comply- 
ing with the act. 

In reply, counsel for Republic con- 
tended that § 11(e) is permissive in 
nature and that since the Commission 
has issued no order under § 11(b) re- 
quiring any action, there can be no 
breach of trust by Republic’s directors 
and, hence, no derivative right by a 
stockholder has arisen. We need not 
here decide whether or not the inaction 
and omission of the management of 
Republic to take affirmative steps to 
comply with the requirements of § 11 
(b) involve a breach of duty to its 
stockholders or whether, even in the 
absence of statutory requirements such 
as § 11(b), a management does not 
have the independent duty of readjust- 
ing and simplifying an allegedly highly 
complex capital structure which is un- 
just to its stockholders; for we hold 
that Congress designated the Commis- 
sion as the exclusive agency for the 
initiating of integration or simplifica- 
tion proceedings, aside from the vol- 
untary procedure specifically provided 
by § 11(e) for the filing of plans by 
companies subject to the act. Any oth- 
er construction of § 11 would result in 
confusion and would impede the order- 
ly administration of the act. While 
we appreciate the desire of a stock- 
holder to obtain an expeditious simpli- 
fication and integration of the holding 
company system in which he has in- 
vested his funds, we believe that his 
interest and the interests of other in- 
vestors and consumers will best be 
safeguarded if the decision as to the in- 
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stitution of involuntary simplification 
and integration proceedings remains 
with the Commission. 

It should be pointed out that once 
§ 11(b) proceedings are instituted, a 
stockholder may be permitted to inter- 
vene or be heard, as provided by Rule 
XVII of the Commission’s Rules of 
Practice. In this respect, a stockhold- 
er granted such privileges is permitted 
to participate in the proceeding and is 
afforded an opportunity to express his 
views as to the issues arising in the 
case. It should also be noted that §§ 11 
(d) and 11(f) provide that reorgani- 
zation plans may be proposed “. , 
by the Commission, or subject to such 
rules and regulations as the Commis- 
sion may deem necessary or appropri- 
ate in the public interest or for the pro- 
tection of investors, by any person hav- 
ing a bona fide interest (as defined by 
the rules and regulations of the Com- 
mission) in the reorganization.” Act- 
ing under these sections, as well as the 
general rule-making power contained 
in § 20(a), 15 USCA § 79t(a), the 
Commission plans to move expediti- 
ously to consider what rules it may or 


should properly enact with respect of 
the filing of plans by security holders, 
Petition dismissed. 


ORDER 


A petition having been filed with the 
Commission by Irving H. Isaac, a 
stockholder of Republic Service Cor- 
poration, a registered holding compa- 
ny, requesting the issuance of an order 
by the Commission under § 11(b) (2) 
of the Public Utility Holding Compa- 
ny Act of 1935 requiring Republic 
Service Corporation to distribute vot- 
ing power fairly and equitably among 
its security holders and/or requesting 
the issuance of an order by the Com- 
mission approving a plan submitted by 
petitioner for the reorganization of 
Republic Service Corporation under 
§ 11(e) of said act; briefs having been 
filed and oral argument heard pursuant 
to order of the Commission, after ap- 
propriate notice; and the Commission 
having this day issued its opinion here- 
in; 

It is ordered that the petition be, and 
it hereby is, dismissed. 
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Rates, § 656 — Impounded fund — Conditions. 
A public utility company which puts new tariffs in effect and impounds the 
excess over the rates effective under present tariffs, pending Commission 
investigation, must advise the Commission immediately upon its selection 
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of a depository, make monthly reports of deposits, and make no withdrawals 
from the impounded funds without Commission approval. 


Rates, § 656 — Impounding of funds. 


Criticism of an agreement for impounding of funds rather than an imme- 
diate decision against a rate increase, with a consideration of the probability 
that some of the excess revenue will never be returned to consumers because 


of changes of residence, p. 319. 


(BucHANAN, Commissioner, dissents.) 


[March 31, 1942.] 


NVESTIGATION of proposed increases in rates; provision 
I made for impounding of funds. 


By the Commission: By letter of 
March 13, 1942, the Commission re- 
quested a voluntary two months’ sus- 
pension by the Manufacturers Light 
and Heat Company, respondent, of 
the proposed increased rates contained 
in Supplement No. 17, to Tariff Pa. 
P.U.C. No. 10. The suspension was 
requested to June 2, 1942, in order to 
allow adequate time for consideration 
of the record which was closed March 
6, 1942, and for preparation of a Com- 
mission order. 

Respondent advised the Commission 
that it could not agree to a suspension 
of the effective date of the proposed 
rates, but that it was willing to im- 
pound, in a depository satisfactory to 
the Commission, all rate collections 
representing the difference between the 
present rates and those effective April 
2,1942. Respondent offered to accept 
reasonable conditions as to retention 
of the fund pending final determina- 
tion of the rate proceedings. 

We accept the agreement of re- 
spondent to impound the excess of the 
rates to be collected after April 2, 
1942, over the rates now effective. 
Relying upon the good faith of re- 
spondent, we deem it unnecessary to 


designate a depository, but respondent 
must advise us immediately upon its 
selection of a depository, make month- 
ly reports of deposits, and make no 
withdrawals from the impounded 
funds without Commission approval ; 
therefore, 

Now, to wit, March 31, 1942, it is 
ordered: 

1. That The Manufacturers Light 
and Heat Company impound, until 
final determination of this proceeding, 
all rate collections representing the dif- 
ference between its existing rates and 
those effective April 2, 1942, under 
Supplement No. 17, to Tariff Pa. 
P.U.C. No. 10, and advise the Com- 
mission immediately upon selection of 
the depository for such impounded 
funds. 

2. That withdrawals from the im- 
pounded fund account shall be made 
only upon Commission approval. 


Commissioner Buchanan files a dis- 
senting opinion. 


BucHANAN, Commissioner, dissent- 
ing: Manufacturers Light and Heat 
Company, respondent, has refused a 
voluntary suspension of the proposed 
increase in rates contained in Supple- 
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ment No. 17 to Tariff Pa. P.U.C. No. 
10, in order to allow adequate time to 
the Commission for the preparation of 
an order based upon the record which 
was closed March 6, 1942. 

At the time the record was closed 
there were three courses of action for 
the Commission to pursue prior to the 
effective date of the proposed increase 
in rates on April 2, 1942. They were 
as follows: 

1. To obtain a voluntary postpone- 
ment on part of the company of the 
effective date of the tariff from April 
2nd to June 2nd in order to prepare a 
full and complete order based upon the 
report of the Commission’s staff. 

2. From the record to make a deci- 
sion and issue an order by April 2nd. 
To be followed by a supplemental or- 
der, containing full findings of fact 
following the Commission’s standard 
practice in other cases if time proved 
too short to prepare an order with 
complete findings and conclusions. 

3. Permit the increased rates to go 
into effect and dispose of the major 
rate case, C. 11380, at a later date with 
findings of fact and conclusions of law. 

The company first refused the first 
possibility as indicated by the majority 
order. The Commission next refused 
the second possibility, therefore, the 
third possibility becomes effective on 
April 2nd, modified only by the agree- 
ment of the respondent to impound the 
excess revenues represented by the in- 
crease in rates. 

It is true that our technical bureaus 
for various reasons hesitated to make 
any flat commitments as to the conclu- 
sion that should be reached from the 
record. However, on the basis of the 
company’s own figures together with 


some obvious adjustments, which fig. 
ures and calculations have been submit. 
ted before the Commission as a whole, 
I am convinced that any increase in 
rates by the Manufacturers Light and 
Heat Company is unjust, unreasonable, 
and completely against the public inter- 
est. 

In other words, using the company’s 
own figures, particularly exhibits num- 
bered 68, 69, and 74, and using the 
company’s own testimony as to de- 
preciation practices in the past (with 
a slight adjustment as to the figure to 
be annually charged in the future), 
company allocations of company prop- 
erty, revenue, and expenses, and apply- 
ing to such figures, the majority’s own 
method of determination as used in the 
Peoples Natural Gas Case (with which 
I did not agree as I believed the figures 
to be too high), I have reached the con- 
clusion that instead of an increase in 
rates, a decrease approximating $200,- 
000 annualiy would be justified on the 
basis of the old rates. 

I will be greatly intereested in ob- 
serving the final determination of the 
Commission. 

The impounding of excess revenues 
produced by the increase in rates is 
to some extent a gesture. Moving day 
in Pittsburgh and vicinity is May Ist. 
Perhaps it may not be acute this year. 
Perhaps it may be exaggerated by the 
war. In any event, it is reasonable to 
believe that some of the excess reve- 
nues will never be returned to the con- 
sumers because it will never be 
claimed. 

April 1st has a deeper significance 
to the customers of Manufacturers 
Light and Heat Company this year by 
the majority action. 





43 PUR(NS) 


320 





july 16, 1942 Public Utilities Fortnightly 





: 7 fFromtheEarlyPeriod 
the # of the lelegraph tothe present 
a 74 vemarkable development in the field of Electricity 


con- 
se in 

00,- 

1 the f, 


‘ob fe WA has been continuously demonstrating the 
the h fact that itis the asa reliable ie 
nus permanent insulation known 
- THE KERITE Witenes? COMPANY IXC 

Ist. ; \\ 
year, 
y the 


le to 
reve- 
con- 


vance 
urers 
ar by 

















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Equipment Notes 


Mobile Generating Plants Developed 


The Cooper-Bessemer Corp. has reported 
development of floating power generating 
plants for emergency use in cases of a break- 
down of existing facilities, or to supplement 
present stationary plants straining under un- 
precedented demands for current. 

Gordon Lefebvre, general manager of the 
corporation, said the plants, assigned to stra- 
tegic areas, easily could be towed to a district 
affected during an emergency to supply elec- 
tricity until land facilities were restored. 

According to Mr. Lefebvre, such marine 
power plants could be mounted on a barge of 
simple construction, and that driven by mod- 
ern Diesel engines, they would cost much less 
than land plants of equal power production 
possibilities. 


Emergency Hand Lanterns 


The S. & G. Manufacturing Co., 149 Woos- 
ter Street, New York City, have completed a 
new emergency light which is made of stamped 
steel and has a shock-proof mounting bracket. 
This lantern is connected to a gravity type 
relay which automatically places same in cir- 
cuit upon the failure of the normal current 
supply. 


New “Dim-Out” Traffic Signal Switch 


A new control switch developed by the Gen- 
eral Electric Lighting Division permits satis- 
factory “dim-out” operation of traffic signals 
during a blackout. It allows illumination of 
the entire lens instead of a reduced area, mak- 
ing for greater traffic safety, but the light is 
not discernible from the air. 

The device can be mounted in the base of 
the controller cabinet without drilling extra 
holes in the controller panel or making any 
wiring changes. It consists of a transformer 
and a single-pole switch with two positions. 
With the switch at the “normal” position the 
signal lamp burns at full brilliancy; at the 
“blackout” position, voltage is reduced and the 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 


Pole Line Construction Tools 


They’re Built for Hard Work 











lamp filament just glows. A visor must be pro- 
vided for each signal lens to screen the up- 
ward light and decrease the range of the signal 
beam. 


All-Spray Nozzle Eliminates Solid Stream 

To meet the demands for a variable, all- 
spray nozzle, without a straight stream, a new 
water spray nozzle, the “Alfcospray,” has just 
been introduced by the American-LaFrance- 
Foamite Corp., Elmira, N. Y. 

From the shut-off position, a slight turn of 
the tip immediately gives a cone spray of 40 
degrees. Further slight rotation produces in- 
creasing cones up to full curtain of 150 de- 
grees, with reversal back to shut-off without 


Alfcospray 


Alfcospra 
fospray Model 10F 


Full Curtain 


any intervening straight stream. This model 
finds favor with many public utility companies, 
as it prevents any possibility of a solid water 
stream being applied inadvertently on live elec- 
tric circuits. The varying cones are also excel- 
lent for extinguishment of heavy oil fires, and 
for general cooling purposes. 

The nozzle is known as Model 10F, It can be 
furnished for any 24” hose thread, also for 
Underwriters’ tip thread, 2” hose thread, or 
14” thread. 

The Alfcospray nozzle in the full curtain 
position provides an effective water screen to 
protect men and property behind it. It proves 
more effective on Class A fires (wood, rub- 
bish, textiles, etc.) with spray discharge, than 
straight bore nozzles, because the finely divided 
particles of water discharged in the form of a 
spray will allow absorption of a far greater 
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HOW TO MAKE LONG-LASTING DOORS 
LAST STILL LONGER Long before high-speed day-and- 


night war production began to throw severe, extra demands on all in- 
dustrial equipment, Kinnear Rolling Doors had proved their capacity for 
long-lasting, low-cost service under hardest use. To make sure that your 
rolling doors give you every extra ounce of time-saving convenience for the 
duration, and long after, we offer the following maintenance suggestion: 


ADJUSTING 


pring tension of man- 
doors is adjusted for 
n. Just re- 
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Equipment Notes (Cont'd) 
amount of heat than a like quantity of water 
delivered in a straight stream. 

The Alfcospray will cool and protect build- 
ings, tanks and other structures that are men- 
naced by exposure hazard. It will knock down 
heavy smoke, and dissipate poisonous fumes. 


Guth Porcelain Enameled 
Industrial Luminaires 

To give defense plants the quality of illumi- 
nation that is so vital to speed victory produc- 
tion, the Edwin F. Guth Co. of St. Louis has 
developed a new line of porcelain enamel in- 
dustrial fluorescent luminaires. 

These new luminaires—the XLO Flu-O- 
Flector, closed-end type and the Victory XLO, 
an open-end fixture—provide economical in- 


Open End Fixture—Victory XLO 


dustrial illumination and symmetrical light- 
distribution. The new fixtures (less acces- 
sories) have been designed to use a minimum 
of steel. 

The high lighting efficiency of these lumi- 
naires is provided by Guth engineered, super- 
white porcelain enamel reflectors, which are 
preformed with “V” design to eliminate 
pocketing of light and have three coats of 
porcelain enamel to give long durable service. 

The XLO Flu-O-Flector and the Victory 
XLO feature the new Guth “bump-proof 
socket plates” to protect lampholders from 
breakage in transit, installation or cleaning. 
The starters are set in the side of the channel 
where they are accessible at all times. The re- 
flectors are easily removed for cleaning. 

These new Guth luminaires are available for 
2 or 3-40 watt lamps and 2-100 watt lamps. 
They may be mounted individually or in con- 
tinuous runs with flush-ceiling or suspended 
mountings. 


Blackout Blinds of Heavy 
Crepe Fibre 

A new type of blackout blind, which already 
has been installed in many coastal plants, is 
announced by Clopay, Cincinnati, Ohio. 

This new blind is of the cord type, which 
raises and lowers easily, and by a practical 
method of overlapping is adaptable for win- 
dows of any size or number. It requires the 
use of no scarce or more-essential war mate- 
rials, since it is made of heavy crepe fibre 
which is not only complete light-proof but will 
remain so. The blinds are chemically treated 
to make them incapable of supporting combus- 
tion. Unless immersed in liquid, or after long 


severe exposure, they will not flame even jp 
direct contact with fire, according to the many- 
facturer. 

Side panels are available for permanent in- 
stallation at the end of a series of windows, at 
corners, posts, or other obstructions to insure 
a complete light seal. The same crepe fibre 
material is available for outside installation 
on skylights and for blacking out saw-tooth 
buildings. 


¥ 


Catalogs and Bulletins 

New Conservation Booklet 

To help America’s “War on Waste” Pro- 
gram, Allis-Chalmers Mfg. Co., Milwaukee, 
has just published a new conservation booklet 
on office supplies. Entitled “It’s the Little 
Things that Count,” the booklet points out the 
importance today of conserving even the most 
minor office supplies. Further, it goes into de- 
tail on the best methods for prolonging the 
life of items commonly used in offices. Copies 
of the booklet are available upon request. 


Causes of Axle Failures Explained 

The Timken-Detroit Axle Company an- 
nounces that it has made available, as a fur- 
ther addition to its “A.M.” (Axle Mainte- 
nance) program, a reprint of four “Failure 
Analysis” articles from past issues of Timken 
Axle News. These articles analyze the causes 
of failures of (1) front axle parts, (2) axle 
shafts, (3) gears and pinions, (4) differentials, 
and explain how such failures can be avoided. 
A copy will be mailed without charge upon 
request to The Timken-Detroit Axle Com- 
pany, Detroit, Michigan. 


Kotal Booklet 

Kotal Company of New York have issued 
bulletin No. 9 of their series dealing with the 
various applications of Kotal to bituminous 
road and runway construction. This new bul- 
letin describes the operating methods for sta- 
bilizing soils with asphalt cutback and Kotal 
which, it is claimed, permits the use of soils 
running very high in moisture content and 
eliminates the need for accurate moisture 
control. 


New Distribution Transformer Booklet 

A new 24-page booklet on completely self- 
protecting CSP distribution transformers with 
Hipersil core, is announced by the Westing- 
house Electric & Mfg. Company. ; 

Hipersil is the key to transformer improve- 
ment and is applied to transformers to obtain 
maximum benefit in reduced size and weight, 
improved regulation, and increased short-time 
overload capacity. The booklet explains Hi- 
persil and discusses its many advantages in 
detail. A series of diagrams illustrate the prin- 
ciple of overload and insulation protection. 

Full use of transformer capacity is a major 
advantage of the overload protection built into 
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HE PERMANENT character of 

the Durant Insulated Piping 
System is not based solely on the 
design of the factory-fabricated 
units. Full consideration has been 
given to the varied requirements; culated joints are being sealed 
of field assembly. The accompany- |, :1, asphalt a full inch thick. 
ing installation photographs of a 


ied eX a After pouring, the pipes with steel 
two-pipeline anchor are illustra- 


: asin anchoring channels are encased 
tive of the engineered adaptability = jass concrete to provide the 


of the D.I.P. system. inexpensive, effective anchor 


In the large illustration, the two shown above. 


Send for the Ehret D.I.P. Booklet. It contains full informa- 
tion on this modern system of uriderground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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Catalogs and Bulletins (Cont'd) 


CSP transformers. The transformers are not 
only fully protected against damage caused by 
excessive overload, but the method of protec- 
tion also permits loading much closer to the 
actual thermal limit of the windings. 

Eleven additional construction features are 
illustrated and described on pages 14 and 15 
and pages 18 and 19 show a series of ten tests 
which are applied to all CSP transformers be- 
fore shipment to the job. 

A copy of descriptive data 46-100 may be 
secured from department 7-N-20, Westing- 
house Electric & Mfg. Company, East Pitts- 
burgh, Pennsylvania. 


J-M Guide Suggests Ways to Save 
Through Good Operating Practices 

Designed to help get maximum production 
from equipment and eliminate unnecessary 
shut-downs, a new operating practice manual, 
just published by Johns-Manville, gives many 
practical suggestions on getting better service 
from maintenance materials. Called “101 Sug- 
gestions for Good Operating Practice,” the 
guide outlines in tabular form many hints on 
lengthening the life of packings, insulations, 
roofings, friction materials, and refractory 
products. Conveniently set up for quick refer- 
ence, the manual contains a summary of good 
installation and maintenance practices, provid- 
ing a handy guide for maintenance engineers. 

Copies of the book, Form PP-9A, will be 
furnished upon request to Johns-Manville, 22 
East 40th Street, New York, N. Y. 


Bristol Bulletin On Fully Compensated 
Recording Thermometer 


The Bristol Company, Waterbury, Conn., 
has published a new bulletin Number T302, 
on its line of Fully-Compensated Liquid-Filled 
Recording Thermometers for temperatures be- 
tween —125° F. and +400° F. 

The bulletin gives detailed information con- 
cerning construction of the instrument, the va- 
rious forms in which it is furnished, and also 
information concerning its application. 


Booklet on Blackouts 

A new 16-page booklet, “Keeping the Black- 
out Outside Your Home” is now available 
from the Westinghouse Lamp Division. Writ- 
ten by Miss Myrtle Fahsbender, director of 
residential lighting at Westinghouse, the 
booklet is directed toward the women of the 
country and is expected to help them select 
methods and materials to blackout a shelter 
room. 


Copies of booklet A-4103 may be secured 





70 MASTER-LIGHTS 


© Electric Portable Hand Lights. 

© Repair Car Spot and Searchlights. 

© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








for five cents each from the Westinghouse 
Advertising Department, Bloomfield, N. J. 


Cold-Cathode Fluorescent Light Standards 


A bulletin dealing with “Cold-Cathode 
Lamp Type Designations,” covering standard 
tubes as regards straight and curved lamps, 
positioning of electrodes, length, tube diam- 
eter and “white” color, has been issued by the 
Fluorescent Lighting Association. 

This represents still another contribution of 
the Standards Committee of this Association 
to the unification of the cold-cathode fluores- 
cent lighting art. Previous bulletins have dealt 
with fluorescent “white” color standards, 
length standards for finished straight-length 
lamps, and other similar details. The Stand- 
ards Committee will shortly issue its light out- 
put and electrical standards of vital signifi- 
cance to those interested in the production 
and installation of such equipment. 

Copies of F.L.A. Standards bulletins may 
be obtained from the Fluorescent Lighting As- 
sociation, 509 Fifth Ave., New York City. 


> 


Manufacturers’ Notes 


Benson Advanced In 
G-E Transformer Division 


Appointment of C. R. Benson as assistant 
manager sales, distribution transformers, has 
been announced by L. R. Brown, manager of 
the transformer division of General Electric’s 
Central Station Department. Mr. Benson will 
continue to make his headquarters at the Com- 
pany’s Oakland, California, Works, where he 
has served as the transformer division’s repre- 
sentative since 1939, 


New A.G. A. & M. Officers 


At the annual meeting of the Association of 
Gas Appliance and Equipment Manufacturers, 
held in Chicago recently, the following officers 
were elected to take office on October 1, 1942: 
President—Colonel W. F. Rockwell, Pitts- 
burgh-Equitable Meter Co., Pittsburgh, Pa.; 
Ist Vice President—Lyle C. Harvey, The 
Bryant Heater Co., Cleveland, Ohio; 2nd Vice 
President—D. P. O’Keefe, O’Keefe and Mer- 
ritt Co., Los Angeles, Calif. ; Treasurer—John 
bso Norden, American Meter Co., New York 

ity. 


Extension of Standardization Urged 


War has regimented the Great Individualist 
of the machine age—the steam turbine—into 
the ranks of the army of mass production 
goods being produced to smash the Axis, and 
it can be kept marching profitably for the util- 
ity industry when the Victory Parade is over, 
according to Chester H. Lang, vice president 
of the General Electric Company. 

This possibility for progress was pointed 
out by Mr. Lang in an address before the an- 
nual meeting of the Edison Electric Institute 
in New York City, June 11th. 
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TRANSFORMER 
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The fundamental principles of 
building transformers to withstand 
short circuits are as follows: 

1 The coils and all insulation must be 
dried sufficiently to make sure that no 
shrinkage will take place when the 
transformer is in operation or is under 
a short circuit. 


5000 KVA coil 
under 125,000 Ibs. 
pressure. 

This Hydraulic 
press is capable of 
exerting pressures 
up to 600,000 Ibs. 


The dry coils must be pre-compressed to 
such an extent that no further compression 
can take place under the most severe 
short circuit. This definitely precludes 
any possibility of the coil stack moving or 
distorting under short circuit. 


After drying and pre-compressing, the 
coils must be treated in such a manner 
that they are self-supporting and will 
maintain their pre-compressed and 
pre-shrunk shape when mounted on 
the core. 


The final step is to provide sufficiently 
strong supports at the top and bottom of 
the group of coils to keep the coils in 
their pre-compressed shape. 


Every Pennsylvania Transformer of 
the Helical and Pancake type is 
constructed on these principles. 


A Sure Way 
of Building Transformers 


Tre ability of the coil to 
maintain its shape under the 
Prescribed pressure is your 
guarantee that the transformer 
will withstand short circuits. 


2 


TRANSFORMER COMPANY 808 RIDSE AVENUE + N. S.. PITTSBURGH, PA. 
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Mr. Lang said that the job now being done 
in turning out propulsion turbines for the Navy 
and the merchant fleet has proved the prac- 
ticability of repetitive manufacture of stand- 
ardized designs of heavy apparatus. It makes 
possible lower costs, and fosters rather than 
restricts the development of more efficient ma- 
chines because engineering talent can be con- 
centrated on a small number of promising 
designs. 

Production of propulsion turbines resulting 
from concentrating on a few standard ratings 
has been astounding to his company, Mr. Lang 
admitted. 

Citing the manner in which the utility indus- 
try has furthered the advancement of stand- 
ards for such things as meters, distribution 
transformers, and lamps, Mr. Lang stated that 
there should be no reason for not exploring the 
possibilities of extending the same standard- 
ization to heavy apparatus. 


G-M Truck Awards War Bonds 
for Production Suggestions 


War production is stimulated and the War 
Bond drive is aided, at one and the same time, 
under a unique employee suggestion plan now 
in effect at General Motors Truck and Coach, 
Pontiac, Michigan. 

Suggestion boxes placed in numerous, con- 
venient locations in the various plants display 
large placards which urge employees to sub- 
mit suggestions which will increase war pro- 
duction, save material, improve working con- 
ditions or promote greater safety on their own 
jobs. 

Suggestions accepted by the factory com- 
mittee win War Stamps or Bonds in denom- 
inations of from $7.50 to $750. The amount of 
each award is determined, when possible, by 
the actual saving effected in time or material 
over a two months’ period. In cases where 
more than one employee contributes to an ac- 
cepted suggestion, awards are made to each 
in proportion to his part of the idea. 


H. A. Watson Leaving A.G.A.E.M. Post 


H. A. Watson, Washington representative 
of the A.G.A.E.M., resigned from the Asso- 
ciation July Ist, to become affiliated with the 
Lincoln Brass Works, Inc. with headquarters 
at Detroit, Michigan. 

Mr. Watson was the Washington representa- 
tive for the Domestic Gas Range Division of 
the Association, and prior to his Washington 
appointment, he represented the CP Gas Range 
Manufacturers as national sales counsellor. 


Prior to joining the Association, Mr. Wat- 
son was sales promotion manager for the 
Pennsylvania Power and Light Company, Al- 
lentown, Pa. 


I. B. M. Factory Training School 


Classes to accommodate night workers will 
be a new feature of the International Business 
Machines Corporation’s employee training 
school at its main plant in Endicott, N. Y, 
which recently started its summer session with 
a new all-time high record enrollment of 1,- 
368 students. The usual day sessions will also 
be held. 

Subjects include milling, grinding, screw 
machine, shop, electric writing machine, elec- 
tric key punch, and electric accounting ma- 
chine practice, shop mathematics, first aid, 
practical psychology, measuring instruments 
and blueprint reading. 

At the recent completion of the factory 
training school, 800 certificates were awarded 
to graduates. The school was created, many 
years ago, by Mr. Thomas J. Watson, presi- 
dent of the company. 


Advertising Awards to Utilities 


Representatives of sixty-one electric, gas, 
water and transportation utilities from all sec- 
tions of the United States, received 119 
awards for prize-winning advertisements at 
the Annual Convention of the Public Utilities 
Advertising Association, an affiliate of the Ad- 
vertising Federation of America, held in New 
York City, June 23rd. 

A permanent record of the prize winning 
advertisements was reproduced in a large 68- 
page booklet and distributed to the member- 
ship. These reproductions of utility advertis- 
ing published from January 1st to December 
31, 1941, are interesting specimens of utili- 
ties’ use of all media of advertising and pub- 
licity. 


Bristol Appoints C. A. Mabey 
Director of Research 

The Bristol Company, Waterbury, Conn., 
manufacturers of industrial process instru- 
ments and automatic control apparatus, has 
announced the appointment of Charles A, 
Mabey, director of the research activities of 
the company. 

Mr. Mabey has served as physicist for sev- 
eral years in the Bristol Company. He also 
has been associated in research work with In- 
ternational Communications Laboratories, 
Federal Telegraph Company, and with 
Mathieson Alkali Works, Inc., and is a mem- 
ber of the American Physical Society. 





BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


WHEAT 


Rechargeable Spotlight 


KOEHLER MFG. CO. Marlboro, Mass. 


25,000 Beam C.P. 


1,000 Hours 
Battery Life 
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Engineers seeking added power for 
leading utilities, petroleum, chemi- 
cal, paper companies and allied fields, 
after repeated experience with 
Grinnell’s engineering and fabrica- 
tion facilities are “Giving the Plans 
to Grinnell”. 

You will find it a time-saving 
practice for any piping system from 
the simplest to the most complex. 
Write for Data Book of “Grinnell 
Prefabricated Piping”. Grinnell 
Company, Inc., Executive Offices, 
Providence, R. I. Branches in prin- 
cipal cities of the U. S. and Canada. 


GRINNELL 


whenever PIPING is invoiveo 


(Manufacturers Service Agreement) 
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manufacturers 
contractors 

dealers 

installers 

users 

the greater understanding of 
fluorescent lighting that will 
point the way to more ef- 
fective installations and 


maximum customer satisfac- 
tion. 





x 


How to design, install, and service 
fluorescent-lighting 





7 
Make sure you get the extra profits 





PRACTICAL 


A number of actual in- 
stallations of many types, 
in factories, drafting rooms, 
offices, stores, homes, the- 
aters, etc., are pictured 
in this manual, with brief 
data, to indicate the scope 
of fluorescent-lighting ap- 
plication and suggest means 
of meeting specific illumi- 
nating problems. 








JUST 


promised by the growing popularity 
fluorescent lighting. Here is a practica 
manual covering the subject in all its as 
pects, presented so that anyone can under 
stand it, with or without much electrica 
training. Gives the most authoritative in 
formation available on construction ani 
performance of all types of fluoresce 
lamps, principles and methods of calculating 
illuminating requirements and _ designing 
luminaires and installations, pointers and 
methods of installing and maintaining fluo 
rescent lamps and of locating and remedy 


their troubles. Includes working data, comparison of cost factors ¢ 


fluorescent and incandescent lighting, etc.—everything to aid in the de 


signing, selling, installing, and servicing of efficient and satisfactory fuo 


PUBLISHED! 


rescent-lighting systems. 


FLUORESCENT LIGHTING MANUAL 


By Charles L. Amick 


Nela Park Engineering Department 
General Electric Company 


312 pages, 6 x 9, 217 
illustrations, many tables, $3.00 


Besides giving 


a how-to-do-it cast to all information presented 


the author emphasizes its meaning from the standpoint ¢ 
answering doubts or questions regarding the value of using 
fluorescent lighting. 
lighting industry and more experienced readers will get an over 
all picture of every link in the fluorescent lighting chain anda 
appreciation of the importance of each, as well as instruction 


From this book both newcomers in th 


in the methods of design, installation and servicing. 


These 10 chapters give you a working 


knowledge of fluorescent lighting and 


its application 


I. The Fluorescent Lamp 
2. Auxiliary Equipment 


3. Operating Characteristics 


4. Installation Hints 
Service Suggestions 
Luminaire Selection 


Fluorescent-lighting Design 


Color Quality 


Fluorescent Applications 


Lighting Economics 








USE THIS CONVENIENT ORDER COUPON 





Address 


City and State 





PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 


Send me a copy of Amick's FLUORESCENT LIGHTING MANUAL 
postpaid. | enclose $3.00 in [] check, [) money order, () cash. 








MEKLUTD CU CAN I KRULL SO 


MEET YOUR CRITICAL WAR TIME REQUIREMENT) 


TTOKERS * UNIT HEATERS * 


iR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATION: 


ASSURE PERFECT OPERATION . 


AND LONGER CONTROL LIFE 


Ms MERCOID PRODUCT ‘ 


The design, construction and operation of 
Mercoid Controls fit them for the exacting re- 
quirements of wartime emergencies, when serv- 
ice attention must be reduced to a minimum. 

Throughout industry, in all its branches, this 
qualification of Mercoid Controls is accepted by 
plant engineers. Their universal use makes them 
a familiar sight with few, if any, exceptions in 
every plant where control equipment is essential. 
Make a note to examine one and investigate its 
performance. You will find a startling confirma- 
tion of Mercoid's claims for its instruments. 

What's the reason? An outstanding one is that 
every Mercoid Control is equipped with one or 
more Mercoid mercury switches for making and 
breaking the electrical circuit. Contact troubles 
due to dust, moisture, corrosion, and arcing are 
minimized. Engineers appreciate also the time 
saving factor in checking Mercoid Control equip- 
ped circuits. They can see the contacts function 
—don't have to waste valuable time in testing. 

lf your problems involve the control of temper- 
atures, pressures, liquid levels, or certain me- 
chanical operations, consult Mercoid. An able 
staff of engineers is at your service. Priorities 
are necessary, but an adequate stock for essen- 
tial uses has been provided for. If your source 
library is without a catalog write for one today. 





Seeeseeeesssesssesessseseese 


THE MERCOID CORPORATION 


4213 Belmont Avenue + Chicago, Illinois 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








eon SHOT, Bacon « Davis, anc, mare case 


CONSTRUCTION £ ° APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisce 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
UVtilities—Industrials 
Studies—R eports—Design—Supervision 


Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO 
SAN FRANCISCO 


e HOUSTON ec PITTSBURGH 


LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 


NEW YORK 


NEW ORLEANS 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


E. J. CHENEY AND CO. 


E ic and Busi Reports 
Investigations, Valuations, Cost Studies, Rates 





Regulatory Problems and Proceedings 
61 BROADWAY NEW YORK 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y¥. 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








FRANcIs S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 Sourn Micnican Avenug, CHicaco 
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JACKSON & MORELAND SLOAN & COOK | 


ENGINEERS CONSULTING ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 120 SOUTH LA SALLE STREET 
DESIGN AND SUPERVISION VALUATIONS CHICAGO 
ECONOMIC AND OPERATING REPORTS 
Appraisals—Original Cost Studies 


BOSTON NEW YORK Depreciation, Financial, and Other Investigations 

















JENSEN, BOWEN & FARRELL J. W. WOPAT 


Engineers Consulting Engineer 


Ann Arbor, Michigan Construction Supervision 
Appraisals - Investigations - Reperte — ge y 
in connection with 


ate inquiries, d iation, fixed ital : 
casheniiiasian, aia Gan ummiie pt 1510 Lincoln Bank Tower Fort Wayne, Indiana 


























e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge 

vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH N. J 
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NEVER BEFORE SO MUCH PRACTICAL 
HELP FOR ELECTRICAL ENGINEERS 
IN A SINGLE VOLUME... 


Here is the great standard reference work of all in the 
tectrical engineering profession or whose work in in- 
dutty or engineering touches on this field. Its 2303 
pages present a handy-reference compilation of prac- 
tical, usable data from all fields of electrical engineer- 
ing practice, plus the most frequently required funda- 
nental theory, units, and systems of measurement, made 
dependable by the work of more than 100 engineers, 
sientists, teachers, and other authorities. 


eines HANDBOOK 
or 
ELECTRICAL ENGINEERS 


Prepared by a Staff of 102 Specialists 


ARCHER E. KNOWLTON, Editor-in-Chief 
Associate Editor for Engineering, Electrical World 


Ith edition, 2303 pp., 6x9, 1700 illus., 600 tables, $8.00 


Now greatly improved in size and make-up as well as 
wbject matter—revised from end to end—with new 
material, whole new sections added—more contributors 
—the Standard continues as the one indispensable 
reference tool of the electrical engineering profession. 


DESIGNED TO USERS’ SPECIFICATIONS 


Previous to revision, a large number of users of past 
tditions were consulted as to what they would like the 
new edition to be. As a result of their suggestions, this 
new edition contains such improvements as more em- 
phasis on handy-reference compilation of usable facts, 
ss historical material, and more data about equip- 
ment, materials, and practices, more sources of in- 
dustry standards, codes and specifications, and ex- 
panded index, as well 
as complete revision of 
subject matter to keep 
abreast of current prac- 
tice. 


26 BIG SECTIONS 


Units and Conversion Factors 
Electric and Magnetic Circuits 
Measurements 
Properties of Materials 
Circuit Elements 
Transformers, Regulators and Reactors 
Alternating-current Generators and Motors 
Direct-current Generators and Motors 
 ~ morget = Converters 
me 
Power Plant “Economies 
Power System Electrical Equipment 
Power Transmission 
Power Distribution ? 
Wiring Design — Commercial and 
Buildings 
Illumination 
industrial Power Applications 
Electric — and a 
Electricity in Transportat 
es and Electrometallurgy 
a 
Wire Telephony and Telegraphy 
Electronies and Electron Tubes 
Radio and Carrier Communication 
Cedes and Standard Practices 
Electrophysics 


Industrial 








WHAT THE NEW STANDARD GIVES YOU 

—definitions, conversion factors, physical and math- 
ematical principles 

—accepted formulas and experimental data 

—bases of design of electrical equipment for com- 
mercial performance 

—principles and practice of assembling such ap- 
paratus into systems 

—criteria and results in applying electricity in va- 
rious industries, etc. 

—the information you want in the form you can use 
it; the means of avoiding errors, saving time 
and trouble in procuring vital information, as- 
suring yourself of best results in handling a wide 
variety of problems. 





USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY, Munsey Bldg., Washington, D. C. 
Please send me a copy of the new 7th edition of Standard Handbook for 
Electrical Engineers postpaid. 


O cash. 

Name 

Address 

City and State 


| enclose $8.00 in (1) check [] money order 
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*Addressograph-Multigraph Corp. ...............--.------ 
*Aluminum Co. of America 
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Egry Register Company, The 
Ehret Magnesia Mfg. Co. 
Electric Storage Battery Company, The 
Elliott Company 
*Ethyl Gasoline Corporation 








F 
Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers .... 
G 


General Electric Company .......... Outside Back Cover 
Grinnell Company, Inc. 41 





H 
Haberly, Francis 8., Engineer 
Hoosier Engineering Company 
I 


International Business Machines Corp. ................ 23 
International Harvester Company, Inc. ml 
I-T-E Circuit Breaker Co. ............ Inside Front Cover 





Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers ... 
Johns-Manville Corporation 


K 


Kerite Insulated Wire & Cable Co., Inc., The 
Kinnear Manufacturing Company, The .............. 
Koehler Manufacturing C pany 

*Kuhlman Electric Company. ........2....22....220cccccccn 





M 


Manning, J. H. & Company, Engineers ................ 
*Marmon-Herrington Co., Inc, 

Mereo Nordstrom Valve C 
Mercoid Corporation, The  ................:.:.:-c:sscsse 





N 


Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Co. .... 22 





P 
Parsons Paper Company 
Pennsylvania Transformer Company .................... 
Penn-Union Electric Corporation ............ 
Pittsburgh Equitable Meter Company .... 





R 


Railway & Industrial Engineering Company 
Recording & Statistical Corp. ......Inside Back Cover 
Remington Rand, Inc. 
Ktidge Tool Company, The 

Riley Stoker Corporation 
Robertshaw Thermostat Company 





Ss 


Sanderson & Porter, Engineers .... 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 





OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
lof this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 
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Soldiers of Production 


America’s ‘“‘soldiers of production,’” men and women working in the 
plants of American industry, have their uniforms, too. Some uniforms 
worn by G-E workers.on vital production jobs are shown below. 


I. Not a gas mask, but a special 
nose mask to guard his breathing, 
is worn by this spray painter at his 
job in one of the General Electric 
plants. 


hij 
2. Like a man from Mars, the 
“cold room” research man is a 
strange sight as he tests airplane 
instruments for high-altitude per- 
formance in a G-E laboratory. 








: 4 FER 
Frankenstein? No, just another 
G-E worker. His job is sandblasting 
big turbine castings for Uncle 
Sam’s ships at one of the General 
Electric plants. 








Pe 

4. The helmet he wears is to 
protect him from light! The rays 
from a welder’s arc could cause 
blindness if he did not wear this 
strange headgear. 





General Electric believes that its first duty asa 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N. Y.. 


9569-12-21 
Senne 
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